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REJOINDER TESTIMONY OF 
CARL N. STOVER, JR., P.E. 

ON BEHALF OF 
MOHAVE ELECTRIC COOPERATIVE, INCORPORATED 

SUMMARY OF RElOINDER TESTIMONY 

Mr. Stover, is the Chairman of the Board of C.H. Guernsey & Company, Engineers - 
Architects - Consultants and files Rejoinder Testimony discussing the 18 recommendations 
included in Mr. Mendl’s Surrebuttal Testimony. Mr. Stover discusses why Mohave Electric 
Cooperative supports, or at  least does not contest, Recommendation Nos.: 

Determining MEC’s policies of power supply planning and implementation as being 
implemented in 2010 are reasonable and appropriate [with the exception of his spot 
market qualifier]. 

8. Reducing MEC’s purchased power bank balance by $91,537 for errors or omissions 
in calculating the purchased power cost and bank balance between August 2001 and 
December 2010, inclusive. 

9. Determining that MEC’s actual eligible purchased power costs were adequately 
documented from August 2001 and December 2010. 

10. Determining that MEC’s actual purchased power costs, adjusted to remove any 
ineligible costs and error or omissions [as ordered by the Commission], are prudent 
and reasonable for August 2001 through December 2010. 

17. Acknowledging that MEC’s selection and management of Western to provide critical 
services are prudent and reasonable. 

1. 

Mr. Stover also discusses why the Commission should reject, in whole or in part Mr. 
Mendl’s remaining recommendations. 

Rejoinder Testimony: Carl N. Stover, Jr., P.E. Page 1 
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REJOINDER TESTIMONY OF 

CARL N. STOVER, JR., P.E. 

ON BEHALF OF 

MOHAVE ELECTRIC COOPERATIVE, INCORPORATED 

INTRODUCTION 

PLEASE STATE YOUR NAME AND YOUR EMPLOYER. 

My name is Carl N. Stover, Jr., and I am employed by C. H. Guernsey & Company. 

ARE YOU THE SAME CARL N. STOVER, JR. WHO SUBMITTED DIRECT 
TESTIMONY AND REBUTTAL TESTIMONY IN THIS PROCEEDING? 

Yes. I previously submitted Direct Testimony and Rebuttal Testimony in this matter 
on behalf of Mohave Electric Cooperative, Incorporated (“Mohave” or the 
“Cooperative”) in this proceeding. 

PURPOSE OF TESTIMONY 

WHAT IS THE PURPOSE OF YOUR REJOINDER TESTIMONY? 

Surrebuttal Testimony was filed by Mr. Jerry Mendl, testifying on behalf of the 
Commission Staff, Utilities Division of the Arizona Corporation Commission. In his 
Surrebuttal Testimony, Mr. Mendl identified 18 recommendations to the 
Commission. The recommendations are based on the analysis presented in Staffs 
Direct Testimony as supplemented or modified in the Surrebuttal Testimony. My 
Rejoinder Testimony addresses these recommendations. Related recommendations 
have been grouped together by topic. 

I. POWER SUPPLY PLANNING AND IMPLEMENTATION 
[RECOMMENDATIONS NOS. 1.2.3 AND 173 

WHAT IS YOUR POSITION WITH REGARD TO MR. MENDL‘S 
RECOMMENDATIONS NOS. 1,2,3 AND 17 RELATED TO THE REASONABLENESS 
OF MOHAVE‘S POWER SUPPLY PLANNING AND IMPLEMENTATION FOR THE 
PERIOD 2001 THROUGH 2010? 

Rejoinder Testimony: Carl N. Stover, Jr., P.E. Page Z 
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A. Mohave, of course, agrees with the finding that “ ... MEC’s policies of power supply 
planning and implementation as being implemented in 2010 are reasonable and 
appropriate ....” (Recommendation No. 1) Mohave also supports Mr. Mendl’s 
acknowledgement “that MEC’s selection and management of Western Area Power 
Administration (“Western”) to provide critical services are prudent and 
reasonable.”(Recommendation No. 17) Mohave disputes Mr. Mendl’s conclusion that 
“it is inclusive whether MEC’s policies of power supply planning and 
implementation being implemented prior to 2010 are reasonable and appropriate.” 
(Recommendation No. 3) The record is clear that Mohave implemented 
fundamentally the same power supply planning and implementation process as 
exists in 2010. In particular, Western and C. H. Guernsey have been retained 
throughout the entire period to provide critical services to Mohave in the power 
supply planning and implementation process. The only aspect missing was written 
documentation of the process. Given the amount of effort by both Mohave and 
Commission Staff, it would be a shame, and certainly not in the interest of any party, 
to create a cloud over the reasonableness of Mohave’s power supply planning for 
periods prior to 2010 over the lack of written documentation outlining that process. 
I believe the analysis that has been conducted supports a finding that the power 
supply planning and implementation for the period prior to 2010 are reasonable 
and appropriate. 

Q. WHY DO YOU BELIEVE THAT THIS FINDING IS SUPPORTED BY THE ANALYSIS 
DEVELOPED IN THIS PROCEEDING? 

A. Based on my review of Mr. Mendl’s analysis and at  the risk of an oversimplification, I 
think the analysis involves three basic elements that need to be considered in 
arriving at a conclusion: 

1. 

2. 

The first is whether or not the costs incurred were properly documented. In 
Recommendation No. 9, Mr. Mendl recommends that the Commission 
“...determine that the actual eligible power costs were adequately 
documented from August 2001 through December 2010.” 

The second is a determination of whether or not the implementation of the 
power supply plan resulted in costs that were prudent and reasonable. In 
Recommendation No. 10, Mr. Mendl recommends a finding that 
“...determined that MEC’s actual purchased power cost, adjusted to remove 

Rejoinder Testimony: Carl N. Stover, Jr., P.E. Page 3 
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the ineligible costs and errors and omissions, are prudent and reasonable for 
August 2001 through December 2010.” I t  is also important to note that after 
a second review of power costs for the period August 2001 to December 
2006, Mr. Mendel determined “MEC’s average purchased power costs 
excluding transmission compared favorably with market prices.” (see page 7, 
line 4) In addition, if focusing on one transaction involving a block purchase 
in 2001, when asked if Mohave acted imprudently when purchasing the block 
power contract, Mr. Mendl answered “No.” (see page 8, line 24) 

3. The third involves having in place infrastructure, organization and 
policy/practices. Mr. Mendl discusses this beginning on page 5, line 26. 
Mohave has provided to Mr. Mendl an explanation of the infrastructure, 
organization and policy and practices in place from 2001 to present. Mohave 
has explained how all of these elements have evolved and changed over time. 
Mohave would be the first to admit that the documentation of the power 
supply strategy and implementation in place today was not in place in 2001, 
but the same basic structure reflected in today’s documentation was put in 
place in 2001. Unfortunately, after reviewing the information provided Mr. 
Mendl comes to the conclusion “....it is inconclusive whether MEC’s policies of 
power supply planning and implementation prior to 2010 are reasonable 
and appropriate.” (Mendl Surrebuttal at  page 6, line 3) 

In dealing with the third issue, I would like to point out two things. First, in dealing 
with organization, Mohave has had essentially the same team in place. Western has 
been a part of the team since inception. In fact, Mr. Mendl’s Recommendation No. 17 
again supports a finding that Western’s involvement has been prudent and 
reasonable. A critical consideration is that the activities of the team in place and the 
process and procedures implemented have resulted in power costs that Mr. Mendl 
has found reasonable. Therefore, Mohave believes there is support in this docket for 
a finding that Mohave’s power supply planning and implementation for the period 
prior to 2010 was reasonable and appropriate and that there is a basis for the 
Commission to conclude that power supply planning and implementation prior to 
2010 were reasonable and appropriate. 

~ 
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Q. ARE THERE ANY OTHER CONSIDERATIONS THAT WOULD SUPPORT A FINDING 
ON THIS ISSUE? 

A. Yes. Based on Mr. Mendl’s comment that for the period August 2001 to December 
2006 “ ... MEC’s average purchased power costs excluding transmission compared 
favorably with market prices.” (page 7, line 4) and when he focuses on one 
transaction that he questions dealing with a block purchase and after review of that 
transactions comes to the conclusion “ ... I cannot conclude that MEC acted 
imprudently in obtaining that power given the nature of the market prices .....” (page 
8, line 25), i t  seems to me there is ample support for the Commission Staff for a 
finding that supports a finding that Mohave’s power supply planning and 
implementation was prudent and in the interest of the Member consumers. 

Q. DO YOU HAVE ANY COMMENTS ABOUT THE QUALIFIER IN RECOMMENDATION 
NO. 1, MORE FULLY EXPLAINED IN RECOMMENDATION NO. 2 RELATING TO 
MOHAVE’S LIMIT ON SPOT MARKET POWER PURCHASES? 

Yes. I believe Mr. Mendl still fails to fully appreciate the nature and purpose of the 
10% limit criterion Mohave uses in relation to spot market purchases. There simply 
is no reason for the Commission to interject itself in Mohave’s spot market purchase 
process or to “...direct MEC to provide an assessment supporting its decision to keep 
or modify its current criterion, and to clarify how binding the criterion will be on the 
MEC resource planners.” 

In Section 5 of his testimony (beginning page 21), Mr. Mendl has a number of 
comments referencing this issue. My understanding is that he sees no distinction 
between a policy and a criterion (“that distinction is a red herring,” page 21, line 9). 
He also believes that the reference to spot market purchases is related to capacity 
planning and not energy purchases (“However, the criterion in question is for 
capacity planning, not for economy energy as Mr. Stover suggests” (page 21, line 
22), “Mr. Stover obfuscates the point by mixing the capacity planning criterion with 
economy energy dispatch,” (page 22, line 21)). 

I think it would be helpful to clarify Mohave’s position and to identify any real 
differences between the position of Staff and Mohave, if any. 

~~ 
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Q. PLEASE EXPLAIN MOHAVE’S POSITION RELATING TO THE ROLE OF THE 10% 
CRITERION RELATED TO MOHAVE’S SPOT MARKET POWER PURCHASES. 

A. Mohave outlined general concepts related to power supply planning and 
procurement (reference Exhibit JEM-2, page 6) .  The statement references “criteria” 
for determining power supply decisions related to block purchases. From Mohave’s 
perspective, making reference to a criterion as compared to a policy reflects 
considerably greater flexibility to react and adjust to changing conditions. The 10% 
criterion acts as a safeguard that requires internal discussions with management 
when the limit is approached. I t  does not create a fixed goal or absolute limit on the 
amount of Mohave’s block purchases. Further, it reflects a point of reference that 
the Board expects management to provide a specific rationale for exceeding the 
10% threshold. I t  does not preclude management from acting if deemed 
appropriate to take “full advantage” of lower costs on the spot market. Mohave 
believes the 10% criteria is fully consistent with Mr. Mendl’s suggestion that there 
needs to be flexibility in reacting to changing conditions and that i t  is not 
appropriate to have a fixed percentage value in establishing a particular element of 
a power supply plan (e.g., market exposure). 

Mr. Mend1 also indicates that the criterion in question is applied to capacity 
planning and not energy. Each year when developing the summer power supply 
strategy and determining the amount of block purchases it intends to acquire, 
Mohave is considering the amount of energy and not the amount of capacity that 
will be exposed to market. The 10% criterion as used by Mohave and Western is a 
metric related to energy and not capacity. Capacity is certainly a consideration; 
however, we tend to focus on capacity resources more in the long-range planning 
activity. Any suggestion that the market exposure criterion applies only to capacity 
related decisions, is incorrect. 

Mohave has responsibility for developing and implementing a power supply 
strategy and plan. Mohave objects to any suggestion that the Commission should 
become involved in directing or prescribing any specific planning or implantation 
activity. Mohave recognizes that, at the end of the day, it may be required to 
demonstrate that it has made prudent decisions that are in the best interest of its 
Member consumers. I believe that Mohave has functioned in a manner that is in the 
best interest of its Member consumers since it assumed the power supply planning 
function. 
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11. DOCUMENTATION AND PRUDENCY OF PURCHASED POWER COSTS 
{RECOMMENDATION NOS. 9 AND 101 

Q. WHAT IS MOHAVE’S POSITION WITH REGARD TO RECOMMENDATION NOS. 9 
AND lo? 

A. Mohave supports determinations that the actual eligible purchased power costs for 
the period August 2001 through December 2010 were adequately documented and, 
adjusted to remove any ineligible costs and errors or omissions the Commission 
determines to exist, were prudent and reasonable. I believe these findings are fully 
supported by the record. Mohave appreciates the detailed work that Mr. Mendl did 
to arrive at this conclusion. As I indicated previously, I also believe these findings 
support a conclusion that MEC’s power supply planning and implementation 
policies for the entire period were reasonable and prudent. 

111. PURCHASED POWER RELATED CONSULTING, LEGAL AND STAFF EXPENSE 
JRECOMMENDATION NOS. 4,5,6,7 AND 123 

Q. WHAT IS THE NATURE OF RECOMMENDATION NUMBERS 4,5,6,7 AND 12? 

A. These recommendations involve Mohave’s inclusion of $594,737 in power supply- 
related consultant, legal, lobbying and staff costs as a part of its PPCA in 2010. Mr. 
Mendl characterizes the costs as “ineligible costs” and recommends $562,03 5 be 
allocated to revenue requirements for the general rates and all $594,737 be 
removed from the PPCA bank balance as soon as practicable. He further 
recommends that when the Commission conducts its next prudency review an 
adjustment be made at that time to remove any similar costs contained in the PPCA 
bank balance. Mohave does not contest the removal of $32,702 in lobbying-related 
expense (even though related to power supply procurement). Therefore, the 
amount at  issue is the $562,035 of 2010 purchased power related consultant, legal 
and staff costs included in the PPCA bank balance. 

Q. WHAT IS THE NATURE OF THE ISSUE BEFORE THE COMMISSION? 

A. I t  is important to point out that the Commission Staff has concluded that these costs 
are reasonable and should be recovered. The only issue is how the costs should be 
recovered. Mohave is proposing the costs be recovered through the power cost 
adjustor commencing with 2010, whereas Commission Staff is recommending that 
the costs be recovered in base rates as of the effective date of new rates. As I 
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Q. 

A. 
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A. 

explained in my Rebuttal Testimony, an alternative position is to allow the costs to 
be recovered through the power cost adjustor until such time as the costs are 
recovered in base rates. This would mean that Mohave would continue to flow 
through the power supply-related costs as part of the real power cost adjustor until 
the rates determined in this proceeding go into effect. 

WHY DO YOU BELIEVE THAT MR. MENDL’S RECOMMENDATION SHOULD BE 
REJECTED? 

Mr. Mendl identified two criteria in his direct testimony for inclusion in the PPCA 
which I addressed in my Rebuttal Testimony. Mr. Mendl is now proposing a third 
criterion based on a concept of double recovery of costs. More specifically, Mr. 
Mendl states, “When MEC talks about recovering these ineligible costs through the 
PPCA, what it is really doing is doubling up on its recovery, since from August 2001 
through December 2009 (at least) these costs were being recovered exclusively 
through the general rates.” (see page 16, line 16) 

HAS MR. MENDL OFFERED A RECOMMENDATION AS TO HOW HE WOULD HAVE 
PREVENTED A DOUBLE RECOVERY? 

Yes. In responding to a question about the reasonableness of recovery of the cost at 
issue, Mr. Mendl states that, “I would agree if MEC had reduced its general rates 
when i t  segregated out the ineligible costs for inclusion of the PPCA. But it did not.” 
(see page 17, line 7) 

DO YOU AGREE WITH MR. MENDL’S CONCERN ABOUT DOUBLE RECOVERY OF 
COSTS? 

There should not be a double recovery of costs and Mohave is not seeking one here. 
Mohave’s current rates went into effect for all billings on and after January 1, 1991 
and are based upon a test year ending July 31,1989. There is no way that its general 
rates include the expenses associated with purchased power planning and 
acquisition activities that did not commence until Mohave became a partial 
requirements customer in 2001 (ten years after the rates became effective). Since 
these costs are not recovered by existing rates, Mohave did not need to reduce its 
general rates by the amount of costs included in the PPCA to avoid double recovery. 
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Q. DOES THE FACT THAT MOHAVE DID NOT BEGIN RECOVERY OF THESE COSTS 
THROUGH THE PPCA UNTIL 2010 PROVIDE A BASIS T O  DISALLOW RECOVERY 
THROUGH THE PPCA? 

A. No. Mohave should not be penalized for absorbing these costs for almost a decade 
before including them in the PPCA. I explained the reasons for the delay at  page 19 
of my Rebuttal Testimony, including the need to implement procedures to 
separately document and book these purchased power related costs sufficiently to 
allow them to be included in the monthly PPCA bank balance filings made with the 
Commission, as well as the availability of margins from third-party sales to support 
these activities. 

Q. WHAT IS YOUR PERSPECTIVE ON MR. MENDL’S CONTENTION AT PAGE 16 OF 
HIS SURREBUTAL TESTIMONY THAT MOHAVE USED THE PPCA T O  DEVELOP A 
NEW REVENUE STREAM WITHOUT COMMISSION AUTHORITY? 

A. Mr. Mendl’s assertion is based on Mr. Carlson’s factual statement “that had these 
costs not been collected through the PPCA, Mohave’s financial performance would 
have been adversely affected.” (Carlson Rebuttal, page 13, line 2) The reality is 
Mohave merely started to recover previously unrecovered purchased power related 
expenses through its duly authorized PPCA. Mr. Mendl cites to no Commission rule 
or order that applies to Mohave that excludes these expenses, if properly 
documented, from the PPCA. 

Q. Mr. Mendl  r e f e r e n c e s  Commission Decision No. 68071 and an excerpt f r o m  Ms. 
Keene’s prefiled Direc t  Testimony to support his assertion that the 
Commiss ion  has already determined what costs could be included in a 
cooperative’s PPCA (Sur rebu t t a l  at page 14, line 15). What is your perspective 
on Mr. Mendl’s position? 

A. The matter referenced by Mr. Mendl involved AEPCO, which, as Mr. Mendl 
recognizes is a generation cooperative, not a distribution cooperative like Mohave. 
I have also reviewed the Decision cited by Mr. Mendl. While the Commission 
certainly authorized AEPCO to “amend its tariffs to include a Fuel and Purchased 
Power Cost Adjustor as described herein” (Decision No. 68071 at  page 16, line 14) 
nowhere does the Commission expressly set forth what costs could or could not be 
included in the FPPCA. Additionally, since Staff and AEPCO agreed to the accounts 
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as outlined in Ms. Keene’s testimony (Decision 68071 at page 6, line 4), there was no 
issue before the Commission regarding whether any other purchased power related 
accounts, such as costs booked to Account 557 (Other Expenses), could be included 
in the PPCA. Staff also recognized that the revenues from certain sales for resale 
should be reduced by “legal expenses” before being credited against the cost 
component. This effectively reduced the credit and increased the bank balance as a 
result of legal expenses. In fact, Staff only expressly recommended exclusion of legal 
fees in connection with Account 501, which Mr. Mendl acknowledges would not 
apply to Mohave. (Mendl Surrebuttal, page 15, line 21) While not an attorney, this 
Decision does appear to establish whether Mohave’s 2010, prudently incurred, 
power supply-related consulting, legal and staff expenses were or were not 
includable in Mohave’s PPCA. 

YOU MADE REFERENCE TO COSTS BOOKED TO ACCOUNT 557. IS THIS 
ACCOUNT LISTED AS A PART OF OTHER POWER SUPPLY EXPENSES? 

Yes. Mohave booked the 2010 costs at issue to Account 557 because they are 
associated with purchased or power supply related activities. Mohave started 
identifying and separately booking these costs in 2008, but had not refined their 
documentation sufficiently to include them in the PPCA until 2010. 

HAS THIS ACCOUNTING FOR COST BEEN APPROVED BY MOHAVE’S AUDITOR? 

Yes. 

ARE THESE PRUDENTLY INCURRED COSTS? 

Yes. Staff has agreed $562,035 of the costs booked to Account 557 can be recovered 
from the retail member consumers served by Mohave. 

DOES STAFF AGREE THAT COSTS PRUDENTLY INCURRED MAY BE INCLUDED 
IN AN ADJUSTOR? 

Yes. Reference Mr. Mendl’s testimony, page 15, line 8, where Mr. Mendl quotes 
testimony of Barbara Keene in which she states “The prudent direct costs of 
contracts used for hedging fuel and purchased power costs may also be included”. I t  
seems to me that Ms. Keene is recognizing that a cost does not have to be related 
directly to the purchase of a kW of capacity, the purchase or a kWh of energy, or 
consumption of a MMBtu to qualify. 
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DO YOU AGREE WITH MR. MENDL‘S RECOMMENDATION 12 THAT 2011 AND 
2012 CONSULTANT, LEGAL, LOBBYING AND IN-HOUSE LABOR COSTS RELATED 
TO POWER SUPPLY PLANNING AND PROCUREMENT BE EVALUATED AND 
REMOVED FROM THE BANK BALANCE AT THE TIME OF THE NEXT PRUDENCE 
REVIEW? 

For the reasons already explained, I do not agree that such costs should be removed 
from the PPCA. However, to the extent the Commission agrees with Staff and 
precludes past, present and future recovery of these costs through the PPCA, then I 
agree that it would be appropriate to evaluate and deal with these expenses, with all 
other 2011 and 2012 expenses and credits, in the next prudence review of Mohave’s 
power purchases. 

IV. ERRORS AND OMISSIONS IN PPCA CALCULATIONS 
IRECOMMENDATION NO. 81 

IN RECOMMENDATION NO. 8, Mr. MENDL RECOMMENDS THAT $91,537 BE 
ADJUSTED IN THE PURCHASED POWER BANK BALANCE DUE T O  ERRORS AND 
OMISSIONS IN CALCULATING THE PURCHASED POWER COST FROM AUGUST 
2001 T O  DECEMBER 2010. DO YOU AGREE? 

Mohave does not contest Mr. Mendl’s proposed adjustment of $91,537. 

V. RATE CASE FILING AND STREAMLINING 
[RECOMMENDATION NOS. 11 AND 14.1 

DO YOU AGREE WITH THE RECOMMENDATION THAT THE COMMISSION 
REQUIRE MOHAVE TO FILE A RATE CASE NO LATER THAN 9/1/2016? 

While Mohave appreciates the short delay in the filing requirement to September, it 
still opposes the Commission requiring a full rate case by a date certain in the future 
in order to make certain “...purchased power cost data and supporting information 
remain fresh.” (Recommendation No. 11). The timing for the next rate case is a 
management decision best left to the Mohave Board to make based on conditions 
specific to Mohave. A rate case is expensive and an exhausting effort for a 
cooperative, and in particular a smaller cooperative like Mohave. To require a rate 
case in order to have fresh power cost data should not be a primary consideration. 
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Q. IF THE CONCERN IS THE PRUDENCY OF POWER SUPPLY PLANNING AND 
IMPLEMENTATION, WHAT ALTERNATIVE WOULD YOU SUGGEST? 

A. Recommendation No. 13  deals with files and records that Mohave will maintain and 
provide to the Commission for review of power supply issues. The Commission will 
have the data required to determine if Mohave is properly executing its power 
supply planning and implementation strategy. The Commission at any time could 
perform a review and does not have to wait for the next rate case. 

Q. SHOULD MEC AND STAFF BE REQUIRED BY THE COMMISSION TO MEET 
WITHIN TWO MONTHS OF A DECISION IN THIS CASE TO DISCUSS OPTIONS FOR 
STREAMLINING THE RATE CASE PROCESS AND IDENTIFY ISSUES AND 
INFORMATION FOR THE NEXT CASE? 

A. Such a requirement is unnecessary. First, Staff has always been open to informal 
discussions regarding ways to process rate cases more efficiently, as well as to pre- 
filing discussions regarding what issues and information will be involved in an 
upcoming rate case. Secondly, I understand the Commission has opened a separate 
rulemaking docket (ACC-00000B-11-0308) to evaluate methods to streamline 
cooperative rate cases. That proceeding should be allowed to run its course. 

VI. ON-GOING RECORDKEEPING 
[RECOMMENDATION NO. 131 

Q. DO YOU AGREE WITH RECOMMENDATION NO. 13 DEALING WITH THE 
REQUIREMENT THAT MOHAVE MAINTAIN ALL FILES AND RECORDS 
PERTINENT TO THEIR PURCHASED POWER PLANNING AND PROCUREMENT? 

A. I do not think Recommendation 13, as worded, is in anyone’s best interest. What 
Mohave supports is clarity between Mohave and Staff regarding exactly what 
documentation Mohave is expected to maintain to facilitate the prudency review 
process. To facilitate that understanding, Mohave believes meetings should be held 
with Staff to further discuss their expectations. I recommend the discussions begin 
with Staff response to Mohave’s RFI MWS-2.14 which asked specifically what data is 
required to support the purchased power cost adjustor. This would go to the issue 
of maintaining the proper data base for review of purchased power activities. 
Mohave Rejoinder Exhibit CNS-1 is a copy of that response. My recommendation is 
that Staff and Mohave work with this response in formulating a more precise 
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statement of what Mohave will need to provide and what the Staff will need to 
review in order to monitor the prudency issue. A blanket requirement of the type 
set forth in Recommendation 13 is inappropriate and should be rejected. An 
alternative is to require Mohave and Staff meet to develop a listing of the types of 
documentation Mohave will maintain. 

VII. TREATMENT OF THIRD-PARTY SALES 
IRECOMMENDATIONS NO. 15 AND NO. 163 

Q. WHAT IS YOUR POSITION WITH REGARD TO TREATMENT OF THIRD-PARTY 
SALES IN PPCA? 

A. The issue is whether or not the margins associated with third-party sales (TPS) 
should be included or excluded in determining the PPCA bank balance. I think Mr. 
Mendl accurately contrasted the differences in the two approaches. Mohave is 

proposing to credit to the PPCA calculation the cost of making the TPS, and the Staff 
is proposing to credit to the PPCA calculation the total revenue associated with the 
TPS. The difference is that under the Mohave approach the margins associated with 
the TPS flow to margins on the income statement, the margins increase the coverage 
ratios (TIER and DSC), the margins flow to the balance sheet to increase equity and 
the cash position on the balance sheet, the margins are allocated to the Member 
consumers, and the margins will eventually be paid to the Members as capital 
credits. 

With the Staff method the magnitude of the PPCA is reduced, which in turn reduces 
the current rates paid by the Member consumer served by Mohave. 

The Member consumer benefits with both methods, however, the manner in which 
the benefits are realized are different. Under the Staff method the Member sees an 
immediate decrease in power cost but there is no benefit to margins or equity. The 
Member does see a benefit in increased patronage capital however, that benefit will 
not be paid to the Member until some future period. 

Q. ARE THERE OTHER FACTORS TO CONSIDER IN EVALUATING THIS ISSUE? 

A. One of the justifications I raised in rebuttal testimony for not crediting margins in 
the PPCA calculation is that margins are typically earned during non-peak months, 
and if there is a credit to PPCA for margins earned the benefits would not flow to 
customers with usage during the peak months. Mr. Mendl suggests using the PPCA 
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1 bank as a buffer to reallocate the distribution of benefits associated with the 
2 margins. He is correct, and Mohave can certainly do that. In fact, given this solution 
3 Mohave can use the PPCA bank to reallocate any number of cost causation 
4 relationships to different customer groups at different times of the year. The 
5 question is whether this reflects a more equitable solution and reflects better policy 
6 than an approach in which margins are allocated to the Member consumers based 
7 on patronage capital. 

8 VIII. AEPCO’S MARGINAL COSTS 
9 [RECOMMENDATION NO. 183 
10 
11 Q. WHAT IS YOUR POSITION WITH REGARD TO THE RECOMMENDATION THAT 
12 MOHAVE REQUEST INFORMATION REGARDING AEPCO’S MARGINAL 
13 OPERATING COST? 

14 A. 
15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Recommendation 18 is unnecessary. Mohave is continuing to work with AEPCO to 
improve the relationship between rates charged by AEPCO and costs incurred by 
AEPCO in providing service to Mohave. A major step was the unbundling of base and 
peaking resources in the last AEPCO rate case. Mohave would like to have access to 
AEPCO’s marginal operating costs, but understands why AEPCO would be hesitant 
to provide such information for legitimate business reasons. To the extent AEPCO 
rates reflect current costs or AEPCO otherwise shares current marginal cost 
information, Mohave will be able to make better regional power dispatch decisions. 
Mohave has been working with AEPCO and will continue to work with AEPCO to 
improve the process. The point being that the Commission does not have to order 
something that is already occurring. 

25 IX. BASE PURCHASED POWER COST 
26 lRECOMMENDATION NO. 191 
27 
28 Q. 
29 

WHAT IS YOUR POSITION WITH REGARD TO THE BASE PURCHASED POWER 
COST RECOMMENDED BY MR. MENDL? 

30 A. Mr. Searcy addresses this recommendation in this testimony. 

31 

32 
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X. OTHER ISSUES 

Q. ARE THERE ANY OTHER ISSUES IN MR. MENDL’S TESTIMONY THAT YOU WISH 
TO ADDRESS? 

A. Yes. In rebuttal testimony I commented on how Staffs adjustments would impact 
Mohave’s financials. I was addressing the Staff position that its proposed prudence 
adjustment and removal of purchased power related consulting, legal and staff costs 
would not impact Mohave’s cash flow, TIER and DSC. Staffs assertion was wrong. 
There will be an impact on the financials. On page 25 starting at line 17 of his 
Surrebuttal, Mr. Mendl points out that the impact on Mohave’s financials will be 
reduced now that Staff has dropped its recommended adjustments from $3.1 million 
to $0.7 million (by totally eliminating its proposed $1.94 million dollar prudency 
adjustment and deferring any PPCA for 2011 and 2012 expenditures until the next 
prudency review). I agree that the adverse impact will be reduced substantially, but 
certainly not eliminated. 

Mr. Mendl also commented (page 26, beginning line 12) on a statement made by Mr. 
Carlson related to when rate increases are sought and then Mr. Mendl goes on to 
discuss fluctuations in the PPCA rate and bank balance. I want to make sure there is 
an understanding of the needs for rate adjustments vs. the fluctuations in the PPCA 
rate and bank. As pointed out by Mr. Carlson, one of the factors driving a need for a 
rate change is the financials. (Carlson Rebuttal at page 5, line 31) The financials 
reflect accrual accounting and assume a full recovery of any amount of PPCA due to 
be collected whether or not i t  is collected. Changes in the PPCA bank reflect the cash 
position of the Cooperative but not the accrual position. Therefore, fluctuations in 
the PPCA factors or bank balance are not an indicator of Mohave’s intent related to 
maintaining adequate income statement objectives. 

Q. DOES THIS CONCLUDE YOUR REJOINDER TESTIMONY? 

28 A. Yes, it does. 
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UTILITIES D M S I O N  STAFF’S RESPONSES TO 
MOHAVE ELECTRIC COOPERATIVE, INC.’S SECOND SET 

OF DATA REQUESTS TO ARIZONA CORPORATION COMMISSION 

FEBRUARY 17,2012 
DOCKET NO. E-01750A-11-0136 

MWS-2.14: Please set forth all data (by category or type) the Commission Staff now expects 
MEC to maintain to support purchased power costs recovered through its 
purchase power adjustor. 

RESPONSE: 

MEC would continue to file its monthly purchased power adjustor report including the following 
information: 

A cover letter that: 
o 
o 
o 

o 

Is addressed to the Commission’s Compliance Section; 
The month for which the monthly report is being filed; 
The Decision No(s). which ordered the monthly report andor information 

The name and contact information of the employee who can be contacted 
required to be included; and 

regarding the information provided in the report. 

0 Bank Balance Report for the month indicated in the cover letter including: 
The beginning bank balance which should equal the previous month’s ending 
bank balance. (Any revisions to the ending or beginning bank balance of a 
particular month should be reflected in the previous month’s or succeeding 
month’s bank balance report.); 
Jurisdictional kWh sales by customer class; 
Actual cost of purchased power (including transmission costs) supported by 
invoices. Copies of all invoices for power purchased and transmission should be 
included. (Invoices for costs for services other than purchased power that MEC 
intends to recover through the purchase power adjustor.); 
Unit cost of purchased power; 
Authorized base cost of purchased power; 
Authorized purchase power adjustor rate; 
Incremental difference between the actual and the authorized cost of purchased 
power; 
Net changes to the bank balance; 
Adjustments to the bank balance. (Any and all adjustments to the bank balance 
should be documented as a sub-report to the Bank Balance Report which should 
include a detailed explanation of any adjustments and the itemized amounts 
including the total amount of the adjustment(s). This sub-report should be titled 
Adjustments to Bank Balance and should specify the month for which the 
adjustment(s) are being made.); and 

Mohave Rejoinder Exhibit CNS-1 



UTILITIES DIVISION STAFF’S RESPONSES TO 
MOHAVE ELECTRIC COOPERATIVE, INC.’S SECOND SET 

OF DATA REQUESTS TO AFUZONA CORPORATION COMMISSION 

FEBRUARY 17,2012 
DOCKET NO. E-01750A-11-0136 

o Ending bank balance which should be the sum of the beginning bank balance, net 
changes to the bank balance, and adjustments to the bank balance. 

Revised monthly purchased power adjustor reports: 
o Should MEC find it necessary to file revised monthly reports, the cover letter of 

the revised filing should clearly state that the filing is a revised version of the 
previously filed report. In addition, the cover letter should indicate what 
information is being revised. Further, the revised information should be 
distinguished from the information not revised (e.g. highlight, different font, 
bolding, etc). The revised report should be filed in the same manner as the 
original report. 

Because legal fees, consulting fees, lobbying fees, DSM costs or any other fees/charges/costs not 
approved to be recovered through the purchased power adjustor, invoices for these activities 
should not be included in the monthly purchased power adjustor reports. 

RESPONDENT: Candrea Allen, Public Utilities Analyst I1 
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REJOINDER TESTIMONY OF 
MICHAEL W. SEARCY 

ON BEHALF OF 
MOHAVE ELECTRIC COOPERATIVE, INCORPORATED 

SUMMARY OF REJOINDER TESTIMONY 

Mr. Searcy is a Managing Consultant for CH Guernsey & Company, the consulting 
firm retained by Mohave Electric Cooperative, Incorporated (“Mohave”) to assist in the 
preparation and processing of its rate application. In his rejoinder testimony Mr. Searcy 
emphasizes the many areas of agreement between Staff and MEC and demonstrates the 
reasonableness of and why the Commission should adopt the following positions 
supported by the Mohave Board (the elected representatives of Mohave’s 
member/customers): 

1. 

2. 

3. 

4. 

5. 

6. 

A $16.50 per month residential customer charge, to ensure year round 
residents are not subsidizing part time and transient customers and 
eliminate the need for complex decoupling adjustors by pricing electricity 
more closely to how costs are incurred. 
Allocate revenues among rate classes on cost of service principles, tempered 
by understandability, equity and minimizing customer impact, but rejecting 
Staffs artificial cap for the residential class to the overall rate increase 
percentage, which effectively freezes existing inequities. 
Adoption or planned phase-in of an appropriately designed rate for the 3 
existing Large Commercial & Industrial Time of Use Rate to eliminate the 
subsidy they are currently receiving and would continue to receive, albeit at  
a lesser level, under Staffs proposal to create a frozen rate for these 3 
customers. 
Immediate implementation of Prepaid Service, to address the needs of 
Mohave’s members/customers, without stripping Mohave of the financial 
protections associated with its standard deposit policies. 
Inclusion of up to 50% of transformer costs as part of the line-extension 
allowance for individual customers and application of Mohave’s existing line 
extension policy in a manner consistent with the notice prospective members 
receive when they request a written estimate. 
Leaving the decision whether and when to file a rate case in the hands of 
Mohave’s Board - the elected representatives of its members/customers. 
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Mr. Searcy also explains impacts on the Income Statement and PPCA base 
cost due to differences with Staff relating to the treatment of power purchase related 
consulting, legal and staff costs and of third party sales discussed by Mr. Carl Stover. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

1. INTRODUCTION 

Please state your name, your employer and your position. 

My name is Michael W. Searcy and I am employed by C. H. Guernsey & Company 
(“Guernsey”). My current position is Managing Consultant. I have previously 
presented Direct, Supplemental and Rebuttal Testimony in this matter on behalf of 
Mohave Electric Cooperative, Incorporated (“Mohave” or the “Cooperative”). 

Were all of the supporting schedules attached to your testimony prepared by 
you or under your direction? 

Yes. 

2. PURPOSE OF REJOINDER TESTIMONY 

What is the purpose of your rejoinder testimony? 

My Rejoinder testimony will address Surrebuttal testimony submitted by Staff on 
the following issues: 

1. Rate Class Rate Designs 

2. Rate Class Revenue Requirement 

3. 

4 

How is your testimony organized? 

I first emphasize the areas of general agreement between Staff and Mohave and then 
proceed to discuss the following areas of disagreement: a) the residential customer 
charge, b) allocation of revenues among rate classes, c) the Large Commercial & 
Industrial time-of-use (LC&I TOU) rate, d) the impact on the income statement and 
PPCA base cost from the different positions on recovery of power purchase related 
consulting, legal and staff expenses and third party sales (i.e., through the PPCA or 
base rates), e) the process for implementing a prepaid service program, f )  including 
up to 50% of the transformer costs as part of the line-extension allowance for 
individual customers, g) treatment of customers with written estimates under the 

Revenue, Expenses and Revenue Requirement 

Line Extension Policy and Prepaid Metering 

existing line extension policy and h) finally, whether the Commission or the Mohave 

Page 3 Rejoinder Testimony: Michael W. Searcy 

File: 1234-018-0008-0000; Desc: SearcyM Rejoinder Testimony (rvsd WPS ) 03 26 12; Doc#: 123560~1 



1 

2 

3 
4 
5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

Board of Directors should determine when Mohave is to file its next request for rate 
relief. 

3. AREAS OF AGREEMENT BETWEEN STAFF AND MOHAVE 

Q. After submittal of Staffs Surrebuttal what is your conclusion relating to the 
relative positions of Staff and the Cooperative in this case? 

A. Mohave and Staff agree on most of the issues the Commission must decide as part of 
this proceeding as reflected in my Rejoinder Schedule MWS-5, including: 

Adjusted test year rate base of $48,083,871. 
Adjusted test year revenues of $76,068,006. 
Adjusted test year operating expenses of $75,523,583. 
Adjusted test year return of $544,423 and operating margins of ($1,776,305). 
A recommended revenue increase of $3,061,529 or 4.025%. 

Staff and Mohave also agree: 

The Cost of Service Study (“COSS”) submitted by Mohave is a traditional fully 
allocated COSS and Mohave’s proposed functionalization, classification, and 
allocation techniques used in its COSS fall within the bounds of standard 
industry practice. I note, the procedures and methodology used in Mohave’s 
COSS have been previously approved by the Commission (e.g., the last Trico 
Electric Cooperative (Docket No. E-01461A-08-0430) and Sulphur Springs Valley 
Electric Cooperative (Docket No. E-01575A-08-0328) rate cases), and are 
approved by Staff in the pending Navopache Electric Cooperative, Inc. rate case 
(Docket N 0. E- 0 17  8 7A- 1 1-0 18 6). 
The rate designs proposed by Mohave, as adjusted by Staff, are reasonable and 
should be approved, subject to the residential customer charge, capping the 
revenue increase for the residential customers and creating a unique rate for the 
3 existing Large C&I TOU class increase as I discuss below. 
Mohave’s proposed service charges, as amended by Staff, are reasonable and 
should be approved. 
Mohave’s proposed Service Policies, with the additions recommended by Staff 
are reasonable and should be approved, subject to the three exceptions I discuss 
below. 
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Q. 

A. 

Q. 

A. 

Q. 
A. 

Q. 

A. 

Mohave appreciates Staffs general support of its rate application. 

4. RATEDESIGN 

A. Generallv 

Staff has suggested rate designs and rate class revenues in Surrebuttal 
testimony. Does Mohave agree with these rate designs and revenues? 

Mohave and Staff substantially agree on most rate designs, except as indicated 
below. 

Are the rates included in Staffs Surrebuttal testimony and in Mohave’s 
Rejoinder testimony identical? 

Except as indicated below, they are substantially the same but not identical. Since, as 
I discuss later, Mohave and Staff recommend slightly different base power cost 
factors, the various energy and some demand charges are slightly different. Mohave 
believes that, once the base power cost issue is determined, other than where 
otherwise described below, the parties agree. To see the small differences, refer to 
Mohave Reioinder Schedules MWS-2, MWS-3 and MWS-4. Mohave Reioinder 
Schedule MWS-7 shows a rate-by-rate comparison between Mohave’s existing, 
Staffs Surrebuttal, and Mohave’s Rejoinder rates. 

In what areas do Mohave and Staff substantially agree? 

Other than minor differences related to the base cost of power and customer charge 
levels, Mohave and Staff substantially agree with rate designs for Residential, 
Residential Time-of-Use (TOU), Residential Optional Demand, Residential Net 
Metering, and Small Commercial Energy rates. Other than minor differences related 
to the base cost of power, Mohave and Staff agree on Small Commercial Demand, 
Large Commercial and Industrial (LCslI) (other than LC&I TOU for existing 
customers), Irrigation, Lighting, and “Other Revenue.’’ In addition, Mohave and Staff 
agree on the amount of difference between the standard Residential customer 
charge and the Residential TOU, Residential Optional Demand, Residential Net 
Metering, and Small Commercial Energy customer charges. 

In what areas does Mohave continue to disagree with Staff with regard to rate 
designs? 

Mohave continues to disagree with Staff in the following areas: 

~ 
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1) The Residential customer-related cost of providing service and the 
proposed Residential Customer Charge amount (affecting other 
related Customer Charges as well) 

2) The revenue responsibility for the individual rate classes 

3) The LC&I TOU rate for existing customers only 

B. The Prouosed $16.50 Residential Customer CharPe Is Reasonable. 

Q. In what areas do Staff and Mohave agree with regard to residential rates? 

A. Staff and Mohave substantially agree with regard to all Residential rate design 
components other than the customer charge. Of course, the actual energy charges to 
be applied will depend on the final customer charges approved, but Staff and 
Mohave are in agreement as to the basic rate design structure, other than customer 
charges. 

Q. How does the COSS provide information needed to determine the appropriate 
Customer Charge? 

A. Since Mohave bases its customer charge in large part on the results of its COSS, it is 
important to review the findings of that study with regard to customer-related costs 
and recovery. One basic purpose of any COSS is to determine how costs are 
incurred. To the extent changes in rates move a cooperative closer to recovering 
costs in manner similar to how costs are incurred, rates are generally fairer to 
customers and allow a cooperative to decouple its rates so it will see less negative 
financial impact from promoting renewables, energy efficiency and conservation, as 
well as less negative financial impact from other issues that affect energy 
consumption such as weather and economic down-turns. 

24 
25 

I 26 
27 
28 

29 
30 
31 
32 
33 
34 

Rates are fairer because customers pay for costs they cause to be incurred (rather 
than one group of customers subsidizing other customers), and rates are more fully 
decoupled, without the need for complex annual adjustor mechanisms, because 
fixed customer-related costs of providing service are not recovered through variable 
energy charges to the same extent. 

Mohave recognizes that moving its customer charge closer to its customer-related 
cost of providing service is one factor among others to be considered when 
designing rates. But i t  is an important factor, particularly since it  is also a PURPA 
standard. Another important factor is reducing customer impact, and Mohave’s 
elected Board considered carefully customer impact when deciding on its proposed 
$16.50 per month residential customer charge. The proposed customer charge is 
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less than its monthly residential customer-related cost of providing service 
($18.56), and far less than the total monthly residential cost of providing wires 
service ($30.00). Mohave further moderated the impact of its proposed customer 
charge by requesting an inclining block rate design and by the small size of the total 
rate increase requested. (For Mohave’s Components of Expense, see, Mohave’s 
3/30/11 Rate Application, Schedule G-6.0, page 1 of 6.) 

Mohave and Staff agree that Mohave has used standard industry practice in 
developing all aspects of the COSS individually developed for Mohave. (Direct 
testimony of Bentley Erdwurm, page 9, lines 7 - 9) 

Staff says its suggested Surrebuttal Residential customer charge of $13.50 was 
“driven by a costing methodology restricting the customer-related classification to 
metering, meter-reading, the service drop, billing and customer service.” 
(Surrebuttal testimony of Bentley Erdwurm, page 2, lines 22 - 25) In addition it  says 
that, “utilities - both those with more dense territories and those with less dense 
territories - typically view rate stability as desirable, that higher residential 
customer charges typically promote rate stability, and that higher residential 
customer charges may be supported, rightly or wrongly, through classifying as 
customer-related a portion of poles, lines and transformers.” (Surrebuttal testimony 
of Bentley Erdwurm, page 4, lines 9 - 15) 

Mohave’s COSS was individually developed for Mohave using industry standard 
methods previously used by other Arizona cooperatives and approved by Staff and 
the Commission. I t  allocates a portion of distribution wires cost related to minimum 
sized distribution facilities required to serve any customer, no matter how small. 
Given how Mohave’s COSS was developed, the Cooperative believes there is no 
question that a portion of the cost of providing minimum system service to every 
customer no matter how small, is driven by customer-related factors. Staff argues 
Mohave should not be permitted to recover what Mohave’s COSS has identified as 
fixed customer-related costs through customer charges. Mohave believes this 
reasoning is incorrect and inconsistent with the Commission’s determination in 
Decision No. 71230, dated August 6, 2009 (where the Commission expressly 
recognized that customer service costs “includes the customer component of 
distribution line expense, a portion of the transformer expense, [in addition to] 
the meter and service drop expense and meter reading and customer records 
expenses.’’ Decision at page 7, lines 17-20 (emphasis added). 

In my Rebuttal testimony, I discussed the fact that electric cooperatives, including 
Mohave, serve rural areas. The purpose of this discussion was to indicate that every 
cooperative incurs costs in providing minimum system service to every customer, 
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no matter how small. The magnitude of the impact of adopting Staffs recommended 
customer charge treatment is greater in rural areas with especially low line density, 
but the same issue exists for all service areas, both urban and rural. 

I prepare individual COSS analysis using industry standard methods for electric 
cooperatives located in jurisdictions across the country. Mohave’s customer-related 
cost of providing service ($18.56) as identified by its COSS is low by cooperative 
standards. I t  is not uncommon for more heavily rural systems to see customer- 
related cost of $20 - $35 or higher. Mohave’s cost is somewhat lower in large part 
because it  has somewhat more urban service area. Mohave does not ask for its 
customer charge to be set based on the average rural electric cooperative customer- 
related cost of providing service, but based on its individually developed customer- 
related cost of providing service developed through its COSS procedure. 

Q. I s  Mohave’s COSS methodology different in some way? 

A. No. Mohave’s COSS follows the Commission’s determination in Decision No. 71230. 
Staff has provided no evidentiary support for the Commission’s rejection or 
modification of this earlier determination. 

In Surrebuttal, Staff indicates that this cited decision, “applied to TRICO, not to 
Mohave and not to other utilities.” The Commission’s determination, while applied 
in a rate case involving TRICO, is not limited to TRICO in any way. Rather the 
Commission is making a general determination as to what is included in customer 
service costs for COSS purposes. Staff does not present any evidence as to why the 
same industry standard allocation methods used for TRICO would not apply to 
Mohave in this case because none exist. The Cooperative believes its COSS 
methodologies, the same ones approved by the Commission in Decision No. 71230, 
are appropriate to use in this case. 

Q. According to Staff, are there other reasons for not accepting Mohave’s COSS 
determination of the customer-related cost of providing service? 

A. Staff states that, “given that higher customer charges may have adverse bill impacts 
on bills for ‘basic needs’ levels, and may be contrary to providing incentives 
supporting the prudent use of energy, Staff contends that the default position in 
future Mohave rate cases should be that no portion of poles, lines and transformers 
is classified as customer-related without some study supporting the magnitude of 
customer component.” (Surrebuttal testimony of Bentley Erdwurm, page 3, line 23 - 
page 4, line 2) 
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Mohave believes recovering its fixed costs through variable energy charges distorts 
the price signal to customers. The best method of promoting energy efficiency 
through decoupling is to minimize the recovery of fixed cost through variable 
energy charges. Other complex decoupling mechanisms further distort the price 
signal and may encourage investment in technologies in the name of energy 
efficiency by distorting recovery of the cost of providing wires service. The cost of 
wires service, however, is not reduced by conservation efforts and the anticipated 
savings to the cooperative and ultimately the member-consumer may never 
materialize, all of which run counter to the PURPA decoupling standard. Mohave’s 
proposed rate certainly provides a strong pricing signal promoting energy efficiency 
through its proposed inclining block rate. 

Moreover, Mohave’s COSS h a “study supporting the magnitude of the customer 
component.” If Staff is suggesting additional studies, i t  has provided no examples of 
the type of study it seeks and I am unaware of any beyond the cost allocation 
included in the COSS already submitted. 

Finally, Mohave agrees with Staff that movement toward the results of a COSS 
should be tempered if they will have significant bill impacts. However, Mohave’s 
rates will have very limited impact on customers with average or median usage. 
Under Mohave’s Rejoinder rates, a residential customer with average usage of 860 
kWh per month will see a rate decrease of $0.55 or 0.54%. A customer with median 
usage of 637 kWh per month will see a rate decrease of $0.15 or 0.19%. See Mohave 
Reioinder Schedule MWS-8. As shown on the Schedule, low use customers will not 
see increases greater than $0.28 per month unless their monthly usage is less than 
400 kWh per month. I t  is unlikely that many customers who actually occupy their 
residence for the full month will experience monthly usage at  or below 400 kWh. 

Q. Who will Staffs proposed customer charge benefit and who will it hurt? 

A. The biggest benefactors of Staffs rate design are minimum usage, part-time and 
transitory residents whose usage during a billing cycle is artificially low because the 
residence is unoccupied for all or much of the month. In contrast, full-time residents 
and other rate classes will be burdened by higher energy rates and/or higher 
relative rates of return in order to make up the lost revenue that should be allocated 
to the customer charge. Beyond this basic fairness issue, Mohave is also harmed by 
the lack of revenue stability inherent in Staffs proposed rate design, which in turn 
can lead to additional and more frequent rate increases for all of its 
member/customers. 
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What is Mohave’s recommendation with regard to the COSS? 

Mohave continues to recommend the COSS be approved as prepared and without 
changes, including classification of costs, and that its COSS be given appropriate 
consideration in determining the Residential customer charge. 

What is Mohave’s recommendation with regard to the residential customer 
charge? 

Mohave continues to propose a residential customer charge of $16.50 per month. 
Mohave’s Rejoinder residential rate design is attached as Mohave Reioinder 
Schedule MWS-7. page 1. The comparison of existing, Staff Surrebuttal and Mohave 
Rejoinder rates is shown as Mohave Reioinder Schedule MWS-8. 

Mohave indicated in Rebuttal testimony it would be willing to phase-in its 
requested change in customer charge over time. Is this still the case? 

Yes. Mohave is still willing to phase-in its proposed customer charge to reach the 
$16.50 customer charge level its Board of Directors deems appropriate. In 
Surrebuttal testimony, Staff rejected this approach, on the grounds it  “would be 
administratively burdensome and Mohave would be required to provide notice to 
its customers for each rate adjustment.” As the rate levels would be preapproved, 
there would not be any additional administrative burden beyond reprogramming its 
billing system with the appropriate rate and including a notice in the monthly billing 
statements the month before each phase goes into effect. While Mohave would 
prefer to avoid these costs by moving immediately to $16.50, it is willing to incur 
these costs to secure a properly designed rate through a single rate proceeding, 
rather than awaiting the next full rate case as Staff suggests. 

Mohave continues to be willing to work with Staff to develop a phase-in plan leading 
to its proposed $16.50 customer charge over a reasonable period (two or three 
years), should the Commission deem Mohave’s proposed customer charge change is 
too large in one step. 

Given Staffs rejection of the phase-in, Rejoinder phase-in rates were not developed, 
but MWS-Rebuttal Schedule 7 shows the rate structure that would be used. MWS- 
Rebuttal Schedule 8 shows comparisons under the phases at different usage levels. 
The approach proposed by Mohave is outlined in the Rebuttal Testimony of Michael 
W. Searcy, page 22, lines 10 - 22. 

33 
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1 Q. 
2 customer charge? 

Is Mohave asking for any adder for lost revenues due to the phase-in of the 

3 A. 
4 
5 
6 
7 

No. As recognized by Staff (Surrebuttal of Mr. Erdwurm, page 2, lines 8-9), Mohave 
will slightly adjust the energy charge for each phase so there is no shortfall or over 
collection in any phase. The specific energy charges and customer charges for each 
phase can and should be approved when a decision is rendered, if the Commission 
determines that movement to $16.50 should be phased-in. 

8 Q. Are Mohave’s members supportive of the $16.50 customer charge? 

9 A. 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

As Mr. Carlson testified in his Rebuttal testimony, member/customers voiced 
support for a customer charge that recovers a substantial portion of the customer- 
related costs during the several member meetings Mohave held across its service 
area following the filing of its Application. The $16.50 customer charge was shown 
to customers and the rational for the charge was discussed during those meetings. 
No rate design objections were presented during the meetings or, to my knowledge, 
subsequently. Three letters have been docketed with the Commission, two by 
Mohave Board members in their member capacity, expressly supporting Mohave’s 
proposed rate decoupling and opposing Mohave recovering fixed customer-related 
costs through energy charges. Mohave agrees with these comments. Copies of 
those 3 letters are provided as Mohave Reioinder Exhibit MWS-9. 

20 Q. 
21 

What would the customer charges be for the Residential TOU, Residential net 
metering, Residential Optional Demand and Small Commercial Energy rates? 

22 A. 
23 
24 
25 would be $21.50). 

Staff and Mohave now agree that the customer charge for each of these rates will be 
$5 per month higher than whatever standard residential customer charge is 
ultimately set by the Commission (i.e., if $16.50 is adopted, these other charges 

26 Q. 
27 
28 

Would the Residential TOU, Residential Optional Demand, Residential Net 
Metering and Small Commercial Energy rates be phased-in if the standard 
residential rates are phased in? 

29 A. 
30 
31 
32 

No. Because of the costs associated with phasing in a relatively few customers, 
Mohave would prefer not to phase-in the customer charges for TOU and net 
metering residential customers. These rates are optional and customers can always 
choose to move to the standard rate. I 
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C. Staff‘s Arbitrary Cap On Allocatine Revenue Responsibility To The 
Residential Class. 

Q. Does Staff recommend changes to Mohave’s proposed revenue allocation to 
the various rate classes in its Surrebuttal testimony? 

A. Yes. Staff continues to cap the increase in revenues for the residential class to the 
overall percentage increase approved for the Cooperative. See, Staff Exhibit DBE-1, 
showing Mohave’s proposed increase to the residential rate class of 4.07% has been 
reduced to 4.02% by Staff (equivalent to the 4.02% total increase in revenue). 

Mohave, in Rebuttal, has already outlined its opposition to a cap imposed by Staff to 
limit increases to a residential rate class at  no more than the system average. 
Mohave continues to advocate rejection of such a cap. To summarize, Mohave 
disagrees with Staffs approach because it: 

a) is arbitrary, 

b) is unsupported by the record, 

c) is contrary to the Public Utility Policy Act’s intent to structure rates that, to 
the maximum extent practicable, will reflect the costs of service to each 
customer class, 

d) ignores the minimal amount of additional revenue Mohave is proposing to 
shift to the residential class, 

e) foregoes the opportunity to make such shifts when the overall increase 
request is minimal, and, 

f) if followed consistently, would forever preclude closing the gap between 
the residential and other customer classes. 

Furthermore, the best time to correct subsidies between rate classes is when over- 
all rate changes are small. Taking a small step now toward reducing subsidies 
between rate classes will result in less customer impact than waiting for some 
future rate case when the over-all change might be higher. 

28 

29 
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Q. 

A. 

Q. 
A. 

Q. 

A. 

Does Mohave’s Cost of Service Study (COSS) support a greater increase for the 
residential rate class than the system average? 

Yes. There are a variety of factors to be used in determining the rate change for each 
rate class, and the COSS is one important factor to be balanced among other factors. 
Staffs arbitrary cap would have the effect of saying that reducing subsidies between 
rate classes should be given NO weight. Where a COSS indicates subsidies exist 
between rate classes, the approved rate design should reduce such subsidies. 
Mohave recognizes the extent of the subsidy reduction is dependent on the various 
rate design criteria, goals and objectives discussed by both Staff and Mohave in this 
case. However, Staff has pointed to no criteria, goal or objective that will be 
undercut by taking the incremental step of 0.05% proposed by Mohave at  this time. 

What is Mohave’s proposal with regard to the class revenue requirement? 

Mohave believes the proposed class revenue requirements should be as provided on 
the attached Mohave Rejoinder Schedule 1, and that the Staff recommended class 
rate changes shown on Schedule DBE-1 be rejected. 

D. A Frozen LarFe LC&I TOU Rate For 3 Existin? Customers Is Unfair. 

Does Mohave agree with Staffs Surrebuttal rate designs for the LC&I TOU 
rate? 

Staff and Mohave substantially agree on the proposed rates for new LC&I TOU 
customers with slight variances due to the other unresolved issues in this case. Staff 
recognizes Mohave’s proposed revision to the LC&I TOU rate “is well-reasoned and 
cost-based . . . [and] a huge improvement of the existing design.” (Erdwurm 
Surrebuttal, page 9, lines 19-22). Therefore, Staff supports the Mohave proposed 
LC&I TOU rate for new customers. However, in order to limit the percentage 
increase experienced by the three customers currently on the LC&I TOU rate 
(Erdwurm Surrebuttal, beginning on page 9), Staff proposes they be placed on a 
special rate that will continue until new rates are established in Mohave’s next rate 
case. At that time, Staff recommends the special rate be eliminated and the three 
customers be moved to the regular LC&I TOU rate. Such a frozen rate for the LC&I 
TOU customers is unnecessary and inappropriate. Mohave asks the Commission 
reject it. 
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1 Q. 
2 increase? 

W h y  will the existing LC&I TOU customers receive such a high percentage rate 

3 A. 
4 
5 
6 
7 
8 

The existing rate is not correctly designed. I t  allows these customers to shift usage 
out of on-peak windows and eliminate paying for both power supply related 
demand costs, as well as Mohave’s distribution wires service costs. (Erdwurm 
Surrebuttal at pages 9-10, lines 22-2). The large percentage increase does not 
indicate that the proposed rate is too high, but rather that the existing rate is poorly 
designed and therefore unacceptably low for these three customers. 

9 Q. W h y  does Mohave disagree with the frozen rate? 
I 

I 10 A. 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

This concept is unfair to other members. Staff recognizes that its proposed rate for 
these customers “will mean that subscribers to LC&I TOU will pay too little for 
service relative to other customers, which is unfair to the other customers.” 
(Erdwurm Surrebuttal, page 10, lines 11-13). These three customers currently 
enjoy, as identified by Mohave’s COSS and shown on Schedule G-2.1, a negative 
relative rate of return (RROR) of -0.34. Mohave’s existing residential rate class has a 
RROR of 0.20. RRORs greater than 1.0 provide a subsidy to other rate classes. RRORs 
under 1.0 receive a subsidy. Mohave’s other customer classes (including residential) 
with higher RRORs than LC&I TOU are, therefore, subsidizing existing LC&I TOU 
customers. Under Mohave’s proposed rates, the LC&I RROR moves to 4.11, while the 
LC&I TOU RROR moves to 1.74. 

21 While there is a high percentage difference between the 27.33% increase 
recommended by Staff in Surrebuttal testimony and the 42.93% increase 
recommended by Mohave in Rejoinder testimony, the dollar difference is quite 23 

24 small. Mohave’s increase is $20,622 and Staffs increase is $13,142. The total 
25 difference is only $7,480. Since total annual billing under existing rates is only 
26 $48,045, however, even this small difference in the amount of the increase produces 
27 high percentages. 

I 22 

I 28 

I 29 
30 now. 

Rather than “kick the can down the road” to the next rate case, Mohave believes 
there is an opportunity while the total dollar amount is low to correct the problem 

I 

, 31 
32 
33 

In addition, Mohave does not agree with Staffs proposal to freeze these rates 
because it will result in other rate classes continuing to provide unacceptable 
subsidies to these three commercial customers. 

34 
35 

Finally, Mohave believes Staffs focus on percentage change between the existing 
LC&I TOU rate and the proposed LC&I TOU rate is not the key factor in reviewing 
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Q. 
A. 

Q. 

A. 

Q. 

A. 

the proposed rate. Mohave’s proposed LC&I TOU rate offers a significant savings for 
customers as compared to the standard LC&I rate. The three customers would be 
billed, under Mohave’s proposed STANDARD non-TOU LC&I rate an annual total of 
$107,637. The same customers under Mohave’s proposed Rejoinder LC&I TOU rates 
would only be billed $68,657 - a significant savings. 

Other than rate design, are there other factors at play? 

Yes. As indicated in Rebuttal testimony, existing customers have relatively high 
monthly NCP kW and quite low monthly CP kW. One customer in particular had an 
annual load factor of only 7%. At  the same time, while the customer’s total monthly 
NCP kW was 3,637 kW, the sum of this customer’s total monthly on-peak kW was 
49.2 kW. So these customers have extremely atypical usage patterns. 

Has Mohave considered phasing in the rate change to minimize customer 
impact? 

Yes. Mohave offered this option in its Rebuttal testimony. While Staff has rejected 
this option because the impact on Mohave’s revenue is trivial and could not justify 
the administrative burdens of the phase-in (Erdwurm Surrebuttal, page 11, lines 4- 
6), Mohave remains willing to phase-in the rate changes as indicated it  its Rebuttal 
testimony. Given Staffs rejection of Mohave’s phase in offer, Rejoinder rates were 
not developed. MWS-Rebuttal Schedule 11 shows development of the general 
structure that would be used for the three phases and the general amount of 
revenue change between each phase and the existing rate, as well as the general 
revenue change between one phase and another. 

5. STAFF’S REVENUE, EXPENSES AND REVENUE REQUIREMENT 

Does Mohave agree with Staffs recommended revenue and expenses as shown 
in the Surrebuttal Schedules of Crystal S. Brown? 

As discussed above, Staff and Mohave substantially agree regarding revenues and 
expenses, as well as the level of rate increase that is appropriate in this case. 
However, the disagreement regarding treatment of power purchase related 
consulting, legal and staff expense results in differences in the amount of purchase 
power and administrative and general expenses shown on the income statements of 
Staff and Mohave. 

While i t  does not affect the revenue requirement, rate designs or the income 
statement, and is not discussed in my testimony, Mohave does not agree with Staffs 
proposal to exclude third party sales (TPS) revenue as opposed to TPS power cost 

~ 
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from its monthly PPCA calculations. This matter will instead be discussed by Mr. 
Stover. 

Mohave also does not agree with Staffs transfer of $562,035 in expenses from 
purchased power to administrative and general, as shown on Staffs Surrebuttal 
Schedule CSB-3. As discussed more fully in the testimony of Mr. Stover, Mohave 
believes i t  has appropriately accounted for expenses incurred related to power 
supply as power cost expense and has appropriately recovered those expenses 
through its PPCA factor. Mohave proposes Staffs recommended adjustment to 
transfer $562,035 from purchased power expense to administrative and general 
expense be rejected, as shown on Mohave Reioinder Schedule MWS-5. 

This difference, however does not impact the amount of test year margins computed 
or the level of rate increase recommended by either Staff or Mohave. Both parties 
recommend a rate increase of $3,061,529, producing total revenue under proposed 
rates of $79,129,535, and an operating margin of $1,285,224. 

6. POWER COST, PPCA BASE COST & PPCA REVENUE 

Does Mohave agree with Staffs recommendation that Mohave’s PPCA base 
cost be set at $0.087701 per kwh? 

Mohave and Staff are in general agreement regarding the calculation of the PPCA 
base cost. However, the disagreement regarding treatment of $562,035 in 
purchased power procurement expenses (Surrebuttal testimony of Jerry Mendl, 
page 27, lines 22 - 40), and of margins from third party sales (Surrebuttal testimony 
of Jerry Mendl, page 28, lines 33 - 37) results in different computations of the base 
purchased power cost (Surrebuttal testimony of Jerry Mendl, page 28, line 46). 
Should the Commission adopt the Staff recommendations on these two issues, 
Mohave agrees that the base cost of purchased power should be set at  $0.087701, 
but Mohave believes the Commission should reject Staffs recommendation. 

As discussed throughout the testimony of Mohave witness Carl N. Stover, the 
Commission should reject Staffs proposed exclusion of a) $562,035 in costs from 
power cost expenses and b) prospectively, both power cost and margins received 
from third party sales (TPS) from PPCA calculations (as opposed to its current 
practice of excluding only power cost). Mohave continues, therefore, to propose the 
base cost of purchased power be set at  $0.089283. (See Mohave Rejoinder Schedule 
MWS-6) 

34 
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7. PREPAID SERVICE NEEDS TO BE IMPLEMENTED NOW 

Q. Is Staffs recommendation that Mohave pursue prepaid metering in a separate 
docket appropriate? 

A. No. As indicated in Rebuttal testimony and separately in discussions with Staff, 
Mohave’s customers are anxious for a prepaid service option to be implemented. 
Whether implemented by changes to Mohave’s policies, through a tariff or both, 
there is no need to delay implementation for the following reasons: 

1) Mohave is not proposing a separate or different rate be applied to 
prepaid metering customers, 

2) Mohave is not proposing that prepaid metering be considered as a part of 
its DSM program, either as assumed reductions in usage or for cost 
recovery through its proposed DSM adder, 

3) Mohave is proposing that i t  be allowed to implement prepaid metering 
for a single reason, to allow members with an option to putting up a 
security deposit, without placing the cooperative’s financial position at  
risk, 

4) Mohave’s prepaid metering program would not affect revenue, and 

5) Mohave members have strong support for a prepaid program to Mohave. 

8. STAFF’S INAPPROPRIATE ADJUSTMENTS TO MOHAVE’S LINE 
EXTENSION POLICY 

Q. D o e s  Mohave agree with Staffs position on its proposed line extension policy? 

A. Mohave and Staff are in agreement with all aspects of Mohave’s proposed line 
extension policy other than 1) including the cost of transformers in the line 
extension allowance for customers outside of subdivisions and 2) handling 
prospective customers that have secured a written line extension estimate prior to 
entry of a decision in this case (i.e., under Mohave’s current line extension policy). 

Staff did not provide additional substantive testimony for its positions beyond 
Direct testimony, which was not persuasive as discussed in Mohave’s Rebuttal 
testimony. Inclusion of transformer costs as part of the line extension allowance is 
fairer to all cooperative members. Mohave continues to request that its proposed 
line extension policy be approved as submitted without Staffs recommended 

Rejoinder Testimony: Michael W. Searcy 

File: 1234-018-0008-0000; Desc: SearcyM Rejoinder Testimony (rvsd WPS ) 03 26 12; Doc#: 123560~1 

Page 17  



1 
2 

3 
4 
5 
6 
7 
8 
9 

10 
11 

12 
13 
14 

15 
16 
17 

I 18 

~ 19 
20 
21 
22 
23 
24 
25 
26 

27 
28 
29 
30 
31 
32 
33 
34 
35 

changes, but capping any individual customer’s transformer responsibility at  no 
more than one half of the transformer’s cost. 

Additionally, Staffs proposal relating to the treatment of prospective customers that 
have secured a written line extension estimate is ambiguous and inconsistent with 
the documentation the prospective customers received from Mohave in conjunction 
with obtaining a written estimate. See MWS - Rebuttal Exhibit 2 (which holds the 
estimate for only 60 days). Mohave supports providing those that received written 
estimates within 60 days of a decision in this matter be provided the full sixty days 
thereafter to commence the line extension under the bid provided. 

9. MOHAVE’S BOARD SHOULD DETERMINE WHEN TO MAKE RATE CASE 
FILINGS 

Q. In Surrebuttal testimony, Staff continues to recommend the Commission order 
Mohave to file a rate case with a test year ending December 31, 2015, unless 
an earlier rate case has been filed. Does Mohave agree? 

A. No. Recommendation #11, Surrebuttal testimony of Jerry Mendl, page 28, lines 8 - 
14 now recognizes that, should such a filing ultimately be required, the filing date be 
moved from April 1, 2016 to September 1, 2016 to afford Mohave a reasonable 
opportunity to complete its outside audit prior to preparing and filing the case. 

Mohave disagrees with Staffs recommendation that Mohave be ordered to file a rate 
case with a test year ending December 31,2015 for two fundamental reasons. First, 
there has been no showing that Mohave’s Board is incapable of making a sound 
business decision relating to if and when a rate case should be filed. As both the 
management of the utility and the elected representatives of its member/customers, 
the Board should be presumed to be the most appropriate body to make such 
decisions. There has been no evidence submitted in this proceeding to rebut such a 
presumption. 

Second, Staffs recommendation seems driven by its desire to reduce the volume of 
purchased power data that has to be reviewed. (Surrebuttal testimony of Jerry 
Mendl, page 24, lines 13 - 14). Rate case filings (endeavors that involve substantial 
cost in money, time and effort) should not be driven by the amount of data that 
might be involved in purchased power prudency review. There are more efficient 
ways to minimize the burdens related to a purchased power prudency review. The 
key is having a clear understanding between Staff and Mohave regarding the type of 
documentation Mohave is required to maintain. Additionally, if Staff likewise 
provides appropriate feedback relating to documentation provided with monthly 
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purchased power filings and properly maintains those documents for use in a 
prudency review, such reviews, regardless of the period covered, should proceed 
efficiently. This is especially true if Mohave is only responsible for providing 
documentation to the extent there are gaps in the documentation provided on a 
monthly basis. As part of this proceeding, Mohave has suggested discussions with 
Staff for the very purpose of clarifying and simplifying the purchased power record 
keeping and prudency review process. 

I t  is important that the Commission understand that during the ten years since 
Mohave’s switch to a partial requirements customers was approved, at no time did 
the Commission or its Staff suggest that the change subjected Mohave to the type of 
prudency review involved in this case. Nor was Mohave informed they were to 
maintain documentation on all purchased power transactions until the next rate 
case, even though it had been providing documentation to the Staff with its monthly 
purchased power filings. Now that Mohave has been informed and has been through 
a prudency review of power purchases, Mohave’s member-selected Board of 
Directors will certainly consider the impacts on such reviews in determining when 
to file future rate cases. However, this is only but one factor to be considered. Rate 
filings, in their present form, are not simple proceedings and take substantial time, 
effort and dollars to prepare and process to a conclusion. They should be pursued 
when the financial needs and condition of the Cooperative warrant, not simply 
because a date certain has arrived. 

Staff also stated that where “rates are more frequently adjusted, the odds of there 
being a financial emergency before MEC comes in for a rate case are reduced,” 
(Surrebuttal testimony of Jerry Mendl, Page 24, lines 18 - 24). There is no evidence 
suggesting Mohave’s Board would await a financial emergency before making 
another rate filing. Mohave’s member-selected Board is best situated to determine 
when any future rate filing is necessary and that such decision, and the appropriate 
test year, should be based upon actual operational data. 

As indicated in Rebuttal, Mohave does not object to filing, as a compliance item in 
this docket on or before April 1, 2016 a copy of its unaudited Form 7 for the 
calendar year 2015, together with a summary schedule containing the information 
contained in Schedule CSB-1 reflecting an estimate of any increase in rates the 
Cooperative’s management anticipates might deem appropriate, unless prior 
thereto it has already separately docketed a rate case. Mohave and Staff can discuss 
at that time whether a rate filing should be made based upon actual operational 
data. 
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1 
2 

Staffs proposed requirement that a new rate case be filed on or before September 1, 
2016 or any other future date should be rejected. 

3 Q. Do you have comments of a general nature to add? 

4 A. 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

While Mohave and Staff have agreed on many of the foundational issues involved in 
the rate case and have made progress in moving toward consensus on contested 
issues, the issues that remain unresolved will impact the Cooperative for years to 
come and should be resolved thoughtfully and prudently. The Mohave Board is 
democratically elected by cooperative members to represent them when making 
decisions, including decisions related to rate changes. Each board member lives in 
the area and will pay the rates they approve and answer to those members that 
disagree with the decision that is rendered in this case. As I have discussed in my 
Direct and Rebuttal testimony, the determinations and proposals of these 
member/customer representatives - the Mohave Board of Directors - should be 
given great weight by the Commission. 

15 Q. Does this conclude your rejoinder testimony? 

16 A. Yes, it does. 
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Mohave Electric Cooperative, Inc. E-01750A-11-0136 

October 3,201 1 

Corporation Commissioners, 

My name is Greg Raymond and I live in the Mohave Electric Cooperative 
service area. Even though I do not like it, I understand the Cooperatives current rate 
increase proposal and the reasons for it. There are a couple issues that I would like to 
address, one of which is directly related to this issue. 

I do not agree with placing fixed costs into the energy rate. I believe that fixed 

would be fairer, hence the coop concept. It appears that the majority of Mohave Electric 
Coop's shortfall right now is in its operations budget, which is diredly related to the fixed 
costs. Please make these costs, collected under the Customer Charge, be equal to all 
memberdusers. The electricity is there for all to use and connect to, please don't place 
the burden of these costs on a use based system, the more you use the more you pay, 
for these operational costs. these costs should be shared equaly amongst all users. 

My other concern is that about the negative publicity that is going around about 
smart meters. Do people not realize that similar technology meters have been attached 
to their gas meters years ago and most people are already connected to utilities via 
phone line or cable and/or internet? Why all of a sudden a big problem with another 
utility moving forward in technology? The electrical system of this country needs to 
modernize and get into the tech game, smart meters do this. I can now watch my daily 
usage and adjust if need be because of smart meter technology. Please do not allow a 
few paranoid people disrupt the deployment of this wonderful technology. 

Allowing people to 'opt out' of this progressing system would only sustain current 
operations, which due to the increases in costs, would increase costs overall. Those 
costs would have to be absorbed, not just by them but by all members, which again 
would not be fair. Please research this issue more to see the true reality before allowing 
people to be steered to an uneducated and more expensive way of doing business. 

this further please feel free to call me- 

A Costs need to be de-coupled and added to all Coop members equally because that %< &I'" 

Thank you for your considerations in these matters.Should you like to discuss 

Sincerely, 

Greg Raymond Arizona Corporation Commission 

OCT 5 21311 
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Jennifer Ybarra 

From: 
Sent: 
To: 
Subject: 

Joe Anderson [asstchief@bullheadfire.org] 
Friday, September 23,201 1 8:35 AM 
Newman-Web 
Electric rate increases 

September 23,201 1 

Corporation Commissioners Newman, 

My name is Joe Anderson and I live in the Mohave Electric Cooperative service area and 
have been for the past 34 years. Even though I do not like it, I understand the Cooperatives current 
rate increase proposal and the reasons for it. There are a couple issues that I would like to address, 
one of which is directly related to this issue. 

I do not agree with placing fixed costs into the energy rate. I believe that fixed costs need to 
be de-coupled and added to all Coop members equally because that would be fairer. It appears that 
the majority of Mohave Electric Coop's shortfall right now is in its operations budget, which is directly 
related to the fixed costs. Please make these costs, collected under the Customer Charge, be equal 
to all members/users. 

My other concern is that about the negative publicity that is going around about smart meters. 
Do people not realize that similar technology meters have been attached to their gas meters years 
ago and most people are already connected to utilities via phone line or cable and/or internet? Why 
all of a sudden a big problem with another utility moving fomvard in technology? 

Allowing people to 'opt out' of this progressing system would only sustain current operations, 
which due to the increases in costs, would increase costs overall. Those costs would have to be 
absorbed, not just by them but by all members, which again would not be fair. Please research this 
issue more to see the true reality before allowing people to be steered to an uneducated and more 
expensive way of doing business. 

Thank you for your considerations in these matters. 

Sincerely, 
Joe Anderson OCT 2 4 2011 

- 
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REJOINDER TESTIMONY OF 
J. TYLER CARLSON 

ON BEHALF OF 
MOHAVE ELECTRIC COOPERATIVE, INCORPORATED 

SUMMARY OF REJOINDER TESTIMONY 

Mr. J. Tyler Carlson, Mohave’s Chief Executive Officer, through his Rejoinder 
testimony : 

1) Provides further support for a residential customer charge of $16.50; 

2) Further explains Mohave’s proposed prepaid service program; 

3) Explains why Staffs proposed special frozen rate for three existing Large 
Commercial & Industrial time-of-use customers is unreasonable and unfair to other 
customers; 

4) Encourages Staff and Mohave to cooperatively develop a mutually acceptable 
purchase power records retention plan; and 

5) Encourages the Commission to allow the Mohave Board to determine when to file 
its next rate case rather than to set an arbitrary filing deadline and to expeditiously 
complete its separate rulemaking efforts to streamline the rate adjustment process for 
cooperatives. 
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Q. 

A. 

Q- 

A. 

Q- 

A. 

Q. 

A. 

1. INTRODUCTION 

Please state your name and your position with Mohave Electric Cooperative, 
Incorporated. 

My name is J. Tyler Carlson. I am the Chief Executive Officer of Mohave Electric 
Cooperative, Incorporated (“Mohave” or “Cooperative”). 

Have you previously testified in these proceedings? 

Yes, I have submitted rebuttal testimony in this proceeding. 

2. PURPOSE OF TESTIMONY 

What is the purpose of your testimony? 

The purpose of my testimony is to respond to Staffs positions following its 
surrebuttal testimony on the following issues: 

1. The residential customer charge 

2. Prepaid Service 

3. The Large Commercial & Industrial time-of-use rate 

4. Staffs Purchased Power Prudency review 

5. Our next rate case filing and streamlining 

3. CUSTOMER CHARGE 

Why is Mohave unwilling to accept Staffs proposed $13.50 residential 
customer charge? 

Mohave appreciates Staffs willingness to move its recommendation on the 
residential customer charge from $12.50 to $13.50. However, a major objective of 
this rate filing is to develop and adopt cost based rate designs that are 
understandable, provide appropriate pricing signals, encourage energy 
conservation and are fair and equitable to our member/customers. Mohave’s 
current rate designs were implemented in January 1991. Much has happened in the 
utility industry since that time. Additionally, Mohave is actively installing modern 
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metering and billing technology to enable us to implement and monitor the impacts 
of the new rate designs we are proposing. 

A key component of our updated rates is to establish cost based customer charges, 
coupled with energy tiers with inclining rates that more accurately reflects the cost 
of providing electric service to Mohave’s member/customers. While the Staffs 
proposed $13.50 customer charge is an improvement, i t  still does not recover 
enough of the base cost of service and therefore is not supported by Mohave. In 
response to Staffs concerns regarding moving all the way to $16.50 at  this time, we 
have offered the alternative of starting initially at  the customer charge level 
supported by Staff and phasing in the remaining in the additional $3.00 over 
reasonable period. Our proposal is two equal steps over the winter seasons (lower 
energy use time) of 2013 and 2014. 

Q. Does Mohave agree with the Arizona Corporation Commission’s 
(“Commission”) determination in Decision No. 71230 that customer service 
cost includes “distribution line expense, a portion of the transformer expense, 
the meter and service drop expense, and meter reading and customer records 
expenses.”? (Decision No. 71230, page 7 at lines 18-20) 

A. Yes. Mohave agrees with that determination and opposes Mr. Erdwurm’s 
suggestion that “the default position in future Mohave rate cases should be that no 
portion of poles, lines and transformers is classified as customer-related without 
some study supporting the magnitude of customer component.” (Erdwurm 
Surrebuttal at page 3, line 25) Mohave’s cost of service study (COSS) provides any 
additional justification needed beyond prudent ratemaking principles to reject this 
proposed default position. Each Mohave member/customer should be responsible 
for a reasonable portion of the distribution and transformer expense associated 
with providing the minimum level of service to any customer as these costs are fixed 
and do not vary with the amount of energy consumed. In this instance, the Mohave 
Board of Directors included $16.50 of the $18.56 in customer-related costs in the 
customer charge. The Commission should respect the determination of the 
member/customers elected representatives and approve the $16.50 customer 
charge in this rate case whether in one step or phased in over a period of time. 

29 

30 

31 

32 
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1 Q. Are bills reflecting usage of under 400 kwhs reflective of full-time residents? 

2 A. 
3 

4 

5 

6 

7 

8 

9 

10 

11 

I believe few full-time residents consume under 400 kWh per month. An 
examination of the average energy use by typical appliances supports this belief. 
Mohave Reioinder Exhibit ITC-1 is a chart posted by City, Water, Light & Power of 
Springfield, Illinois on its website providing representative kWh usage by various 
appliances. The use of just a water heater by a family of 4 reaches 400 kWh per 
month. A post 2002 refrigerator alone consumes 82 kWh per month and a 14  SEER 
air conditioner uses .85 kWh per hour which results in an energy efficient air 
conditioner running 6 hours a day 30 days a month consuming over 150 kWhs). 
Thus the energy usage of just these three common appliances alone, and assuming 
more efficient models, can be expected to exceed the 400 kWh level. 

12 Q. 
13 territory? 

Are there a lot of part time and transient residents in Mohave’s service 

14 A. We do not have specific statistics, but a large segment of the population is either 
15 part time or transient. We have a significant influx of winter visitors especially in 
16 the Bullhead City/Colorado River portion of our service area. The energy use of 
17 these customers is currently being heavily subsidized by our full time residents. At 
18 the town hall meetings we held related to the rate filing, the member/consumers 
19 were very supportive of increasing the customer charge to eliminate this 
20 subsidization. 

21 4. PREPAID SERVICE 
22 
23 Q. 
24 

Do you have any comments on Staff‘s surrebuttal relating to the prepaid 
metering service Mohave wishes to implement? 

25 

26 

27 

28 

29 

30 

31 

32 

33 

A. First, we thank Staff for providing some guidance on the subject in its Surrebuttal. 
We also appreciate Staffs willingness to meet with us recently to discuss Mohave’s 
prepaid service program. Shortly before meeting with Staff, we distributed a rough 
draft prepaid metering tariff and a revised prepaid metering agreement in an effort 
to address many of the comments appearing in Ms. Allen’s surrebuttal at  pages 2-4. 
Mohave believes the discussions were productive and have resulted in a further 
refinement of both the proposed prepaid service tariff and prepaid service 
agreement. Copies are provided as Mohave Reioinder Exhibits ITC-2 and JTC-3, 
rewectivelv. At  Staffs request, I will also further explain the proposed prepaid plan 
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as part of this Rejoinder Testimony. We remain willing to work with Staff during 
the course of this proceeding on further refinement of both documents as well as 
revising Mohave’s service rules and regulations, as necessary, to be consistent with 
the proposed prepaid service tariff and prepaid service agreement. 

Q. Who is eligible for prepaid service? 

A. Prepaid service is available to existing and new customers who otherwise would be 
on Mohave’s standard service residential Schedule R. I t  is not available to time-of- 
use customers, net metering customers, customers on Mohave’s Energy Balance 
Plan (levelized payments) or to critical need customers (i.e.’ customers who have 
provided a medical notification in compliance with Subsection 1 ll-A.l.d.(l) of 
Mohave’s rules indicating that electrical service is critical to their health). The 
service is only available to single phase customers who have AMI meters and where 
Mohave has installed the necessary backbone equipment necessary to support 
prepaid metering service in their area. 

Q. Can you briefly describe the technology involved in this service? 

A. Mohave is installing Cooper Power AMI equipment that is integrated with our 
Customer Information Systems that allows real time interchange between the two 
systems. Disconnect collars can be installed at the meter that can be controlled via 
our Power Line Carrier connectivity. 

Effectively, Mohave receives daily usage information and its billing computer 
performs Micro Billing for each day of service. The Micro Billing prorates the 
customer charge as well as tracks the REST surcharge to ensure the surcharge does 
not exceed the applicable cap for residential customers. The data is compiled 
monthly on the customer’s normal billing cycle, which resets the customer charge 
and REST surcharge computation for the upcoming cycle. 

Paper billing statements are generated. The customer has access to their historical 
usage data through Mohave’s website and by contacting Mohave’s business offices. 
The website is accessed through normal log-in specific process including a user 
name and password. The computer program displays usage as daily averages. More 
specific detail on daily use can be obtained by contacting Mohave’s business offices 
during normal business hours. 

~~ 
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Q. 

A. 

Q. 

A. 

Q- 

A. 

Q. 
A. 

Will Mohave be disconnecting prepaid customers in the evening, on weekends 
or on holidays? 

No. Disconnection will only occur during normal business hours which exclude 
holidays and weekends. Mohave’s billing system will generate the Micro Billings 
daily, usually around 10 p.m. If the balance is zero or less the account will be 
scheduled for disconnection the next business day. We anticipate remote 
disconnection will usually occur between 9 and 11 a.m. 

How does the customer know the status of their account? 

They will have three alternatives to review the billing status of their account. They 
can make a phone call to our IVR system for balance inquiries and payments. They 
can inquire by internet which also provides balance information and allows for 
payments as well. The website also provides monthly costs (dollars paid per month 
for the full bill), the average cost (average daily cost by month), monthly usage (kwh 
per month) and the average usage (average daily kwh usage per month). Finally 
they can contact any of Mohave’s business offices. Cash payments must be made at 
Mohave’s business offices. 

Will Mohave be providing the customer notification prior to disconnection? 

An email, text message and/or phone message, as specified by the customer, will be 
sent daily after the account reaches a predetermined dollar level. After discussions 
with Staff, our tariff proposes three seasons with different notification levels: 

October 1 - February 28 (29) at $25.00 or less 

March 1 - June 30 at $35.00 or less 

July 1 - September 30 at $50.00 or less 

We will require at least two means of notification, one of which could be to an 
authorized agent designated by the customer. 

Once disconnected, how does a prepaid customer re-establish service? 

After they bring their prepaid balance to at  least twenty dollars, we will reenergize 
the service. No other charges are incurred unless the account is closed. Accounts 
will not be closed until the end of a billing cycle but not less than ten days after the 
disconnect. In such case, a separate notification will be provided to the customer 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

that their account has been closed and a final bill will be generated. If the account 
has been closed, the customer will also have to pay the standard Establishment Fee 
to re-establish prepaid service. 

Is there anything else the customer must do to reconnect prepaid service? 

For the customer’s safety and that of their property, our system is not designed to 
automatically restart when reenergized. There is a reset button at  the meter that 
the customer must push once the account has been reenergized. This ensures that 
the customer is aware that they are about to reenergize their house and had an 
opportunity to take the necessary precautions, such as turning off sensitive 
electronic equipment, prior to reenergizing the account. 

Do you have any other comments regarding prepaid service? 

I believe that the tariff and agreement clarify the way the prepaid service works and 
we appreciate Staffs assistance in developing a clearer program. As to Staffs 
suggestion that this service should be subject to a separate docket and further 
public comment, Mohave opposes any action that would delay implementation of 
the service. Our member/customers are anxious to have this option. One must 
remember prepaid service is an option. No customer is required to take prepaid 
service. 

We will be observing the system and feedback from customers based upon actual 
service experience. If further refinements of the services are necessary, Mohave is 
open to refining the service conditions and process within the limits of the 
equipment that we have. Mohave’s system is not designed to support some 
components of other prepaid service programs, such as in-house monitors. 

W h y  isn’t Mohave proposing this as an experimental program? 

We want to make the program available to all existing and prospective customers 
that qualify rather than setting an arbitrary limit on the number of customers that 
can participate. Mohave staff believe they will be able to administer the program 
efficiently without such limits. Therefore, we do not see the need to treat this as an 
experimental program. 
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Q. Staff proposes to create a special frozen rate for the three existing Large 
Commercial and Industrial time-of-use (LC&I TOU) customers. Do you have 
any comments on Staffs proposal? 

A. Staff now recognizes the current LC&I TOU rate is poorly designed and that the 
three customers on that rate have been getting electricity at rates subsidized by the 
rest of the member/customers. (Erdwurm Surrebuttal at  page 10, line 11) That 
subsidization was unintended. The new LC&I TOU rate, which both Staff and 
Mohave agree is appropriate for new customers, eliminates that inequity but still 
provides savings over the standard LC&I rate. Mohave does not support creating a 
special subsidized rate for three existing customers. As large commercial and 
industrial customers they can be expected to have enough sophistication and means 
to alter utility usage through methods other than receiving an unintended subsidy. 
However, Mohave is not insensitive to the large percentage increase involved in 
moving these customers to a properly designed time of use rate. For this reason we 
are willing to phase-in in the new rate, as more fully discussed by Mr. Searcy. 

6. PURCHASED POWER PRUDENCY REVIEW 

Q. Do you have any general comments relating to the purchased power prudency 
review conducted by Staff in this proceeding? 

A. Mohave complements Staff on the thoroughness and professional prudency review 
performed on Mohave purchase power practices in this matter. The time and effort 
involved for both sides could have been significantly reduced had Mohave been 
informed in 2001, when it became a partial requirements customer, that such a 
prudency review would be conducted during its next rate case since becoming a 
partial requirements customer of APECO. Additional clarity as to the type of record 
keeping expected by Staff would not only have been helpful in the current prudency 
review but would be helpful in the next prudency review. This is why Mohave 
wishes to work with Staff, (and other partial requirements customers) to develop a 
meaningful, and mutually agreed upon, records retention program that will facilitate 
such reviews in the future. 
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Undoubtedly, the prudency review significantly complicated what Mohave 
anticipated would be a straight-forward rate adjustment proceeding. I t  added 
significantly to the cost of this proceeding and has delayed implementation of 
needed rate relief. Mohave believes it is in the interest of the Commission, Mohave 
and Mohave’s member/customers for the Commission and Mohave to work together 
to simplify the next prudency review. A blanket requirement such as proposed in 
Mr. Mendl’s Recommendation 13 that Mohave “maintain all files and records 
pertinent to their purchased power planning and procurement, and to document the 
prudence of the purchased power expenditures” places an unreasonable burden on 
Mohave to guess as to the type of documentation that will satisfy Staff. Mohave is 
not seeking to be relieved of its responsibility to maintain reasonable 
documentation to support its purchased power activities. Mohave only seeks Staffs 
guidance and assistance in developing the type of record retention system to 
facilitate the prudency review process. 

Q. Do you have any comments on Staffs recommendation (Mendl 
Recommendation 18) that the Commission require “MEC to request 
information regarding AEPCO’s marginal operating costs so that regional 
power dispatch decisions could be made based on actual real time costs rather 
than average costs over a six-month period? 

A. As Mr. Stover addresses in his Rejoinder Testimony, we have been working with 
AEPCO for a number of years to improve the relationship between AEPCO’s rates 
and the incurrence of costs. There is no need for the Commission to include 
requirements where there is an ongoing effort to address the issue. 

Q. Do you have any comments on the various adjustments to Mohave purchased 
power bank balance and to the operation of its PPCA made by Mr. Mendl 
(Recommendations 2,4-8,10,12,15 and 16)? 

A. Messrs. Stover and Searcy will address these specific Recommendations. However, I 
believe the PPCA bank balance should not be adjusted even if the Commission 
orders Mohave to stop including the purchased power supply-related consulting, 
legal and in-house staff expenses in the PPCA. There will be no double collection as 
the dollars generated from the new rates will be used to pay these costs as they are 
incurred in the future, not to reimburse Mohave for past expenditures. 
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1 

2 

3 

I also continue to believe that Mohave’s member/customers receive more benefit 
when margins from third party sales are treated as income to the Cooperative 
rather than to merely offset the cost of purchased power. 

4 7. NEXT RATE CASE/STREAMLINING 
5 
6 Q. 
7 

8 September 1,2016? 

Do you have any further comments related to Staffs recommendation (Mendl 
Recommendation 11) that Mohave be required to file a rate case no later than 

9 A. 
10 

11 

12 

13 

14 

15 

16 

17 

Staff nowhere addresses the fundamental question: Why should the decision as to 
when to file Mohave’s next rate case be removed from the Mohave Board of 
Directors - the elected representatives of the customers they serve? The 
recommendation for a rate filing no later than September 1, 2016 does not have 
anything to do with the financial condition of Mohave. Rather Staff is concerned 
with the amount of data that might be involved in reviewing Mohave power 
purchases for prudency. Staffs concern simply does not justify compelling Mohave 
to incur the cost of a full rate filing if Mohave’s financial condition does not warrant 
filing a rate case. 

18 Q. Do you have any comments on Staffs recommendation (Mendl 
19 Recommendation 14) that Mohave be ordered to meet with Staff to discuss 
20 ways to streamline future Mohave rate cases? 

21 A. I believe Mr. Mendl is confusing streamlining the rate case process with clarifying 
22 the purchase power record retention requirements of the Commission. My 
23 comments on Rebuttal relating to streamlining the rate case process were aimed at 
24 expeditiously concluding the ongoing and separate rule making process (Docket No. 
25 ACC-00000B-11-0308). I was not advocating a separate rate streamlining process 
26 specific to Mohave. The focus should remain on streamlining the rate process for all 
27 cooperatives. 

28 Q. Does this conclude your Rejoinder testimony? 

29 A. Yes,itdoes. 
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.Appliance Energy Use Chart Page 1 of2 

Appliance Energy Use Chart 

The ADDllanCe Enerav Use Chart below is designed to give you an idea of how much electricity is consumed by many of the most common household 
appliances. Except where noted, the figures used in the chart have been based on the typical efficiency levels of appliances found in Springfield homes 
audited by the CWLP Energy Experts and on the price per kilowatt-hour paid by the "average" CWLP residential customer. Appliances with effiaency 
levels much lower or higher than the norm might consume significantly more or less energy than indicated on this table. 

To translate the usages given in this chart into energy dollars, simply multiply the appliance's kilowatt-hour (kWh) usage by your average price per kWh 
(see the NOTE below for more about this) and the amount or number of times you use the appliances over a specific period. 

NOTE. Based on current electric rates and the State Utility Tax, plus the average fuel adJusbnent 
charge for the previous year, the average annual cost per kwh of electricity paid by CWLP's 
regular (not all-electric) residential electric customen is approximately 9.54?. For all-electric 
residential customers, the average annual cost is about 8.96 per kwh. (Cosfgerkwh estimetes 
were last updated September 30,200B.) 

n about residential elecrric rates or business electric rates can ba found elsewhere 

For instance, using the average cost-per-kWh provided in the NOTE above and the energy consumptbn information provided in the Amiiance Enerqy 
Use Chart, we can calculate that it will cost a regular (Rate 30) CWLP residential electric customer about $2.57 a month to watch a 21-inch color 

In addition to helping you determine the approximate cost of operating your various appliances over time, the Appliance Energy Use Chart 
can help you realize how changes in your energy use habits-such as using appropriately sized stove burners, substituting a microwave 
oven for a conventional oven, or turning off lights, TVs and other appliances when they aren't needed-can help you control your monthly 
energy costs. 

(@ 9.56 I kWh) 

LIVING ROOMlOFFlCElFAMlLY ROOM 
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ELECTRIC RATES 

RESIDENTIAL SERVICE 

PRS 

MOHAVE ELECTRIC COOPERATIVE, INCORPORATED 
1999 Arena Drive 
Bullhead City, Arizona 86442 
Filed By: J. Tyler Carlson 
Title: CEO/General Manager 

Power 

Supply 

Effective Date: 

Metering 

STANDARD OFFER TARIFF 

Total Rate Meter 

Reading Billing Access Total 

OPTIONAL PREPAID RESIDENTIAL SERVICE 
SCHEDULE PRS 

$0.0999 $0.0355 $0.1660 $0.2410 $0.5424 

$0.001093 $0.001093 

$0.01 1093 $0.01 1093 

$0.021093 $0.021093 

Availabilitv 

served under the Cooperative’s Rate Schedule R where the Cooperative’s facilities are of 
adequate capacity and the required phase and suitable voltage and necessary equipment are 
all in existence on and adjacent to the premises served. 

In the Cooperative’s Certificated Area to standard offer residential customers otherwise 

$0.5424 

$0.096373 

$0.106373 

$0.116373 

Application and Tvpe of Service 
Applicable to qualifying services receiving alternating current, single phase, 60 Hertz, at 

available secondary voltages where service is provided through a single meter where the 
Customer elects this optional prepaid service. This rate is not available: (i) to critical (medical 
necessity), time of use or net metering customers, (ii) for three phase service or (iii) for 
customers on the Cooperative’s Budget Payment Plan. This rate is not applicable to standby, 
supplementary or resale service. 

Monthly Rate 

Customer Charge 

($/Customer/Day) 

Energy Charge ($/kWh) 
(Single Phase) 
First 400 kWh per month 
Next 600 kWh per month 
Over 1,000 kWh per month 

$0.095280 

$0.095280 

$0.095280 

I Distribution Charges I 
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ELECTRIC RATES 
Page 2 

RESIDENTIAL SERVICE 
SCHEDULE PRS 

Minimum Monthlv Charae 

other adder approved by the Arizona Corporation Commission: 
The greater of the following, not including any purchased power cost adjustor or any 

1. The Customer Charge 
2. The amount specified in the written contract between the Cooperative and the 

Customer. 

Billina Adiustments and Adders 
This rate is subject to all billing adjustments outlined in Schedule A. 

Other Charaes 

Commission. 
Other charges may be applicable subject to approval by the Arizona Corporation 

Rules and Reaulations 

Commission shall apply to Customers provided service under this Service Schedule where not 
expressly inconsistent with this Service Schedule. 

The Rules and Regulations of the Cooperative as on file with the Arizona Corporation 

Prepaid Service - Express Conditions 

1. Application for Optional Prepaid Service: To receive optional prepaid service the Customer 
shall: 
a. 

b. 
C. 

d. 

e. 

Be a standard service residential customer (including providing a completed Residential 
Membership Application) meeting the requirements set forth above under Availability 
and Application and Type of Service. 
Execute a Prepaid Metering Agreement requesting this optional service. 
Pay any outstanding balance or pay an agreed upon portion of the outstanding balance 
and enter into a payment agreement pursuant to Subsection 110-G of the Cooperative’s 
rules and regulations. 
Pay the Cooperative’s Establishment Fee and an agreed upon prepay amount of not 
less than $40.00 upon subscribing to the prepaid metering option. 
Have voice message, e-mail or text message capability in order to receive the messages 
and low balance alerts. Customers must have at least two reliable methods of receiving 
messages and low balance alerts, but one can be through a backup contact person. 

2. Customer Deposits: 
a. No additional customer deposit will be required. Prepayments are not deemed deposits 

and are not eligible for interest pursuant to Subsection 102-C 3.d. of the Cooperative’s 
rules and regulations. 

b. Deposits of an existing Customer electing to receive optional prepaid service under this 
rate schedule shall first be applied against any outstanding bill. Once the remaining 
deposit is subject to refund pursuant to Subsection 102-C 3.c. of the Cooperative’s rules 
and regulations, any balance will be applied to their prepaid account. 

File: 1234-018-0008-0000; Desc: Prepaid Service Tariff 03 29 12; Doc#: 123405~2 
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Page 3 

RESIDENTIAL SERVICE 
SCHEDULE PRS 

3. Account Information and Billinq: 
a. Monthly statements will still be generated for service provided under this optional 

prepaid service rate schedule covering monthly usage during the billing cycle. 
b. Account information relating to a customer’s remaining prepaid balance can be 

accessed through: 

1 ) The Cooperative’s business offices during normal business hours. 
2) Integrated Voice Recognition (IVR) at 1-877-371-9379 (select Option #I). 
3) On line at www.mohaveelectric.com 24 hours a day. 

c. The Cooperative shall update the remaining prepaid balance at least once each 
business day, subject to system operational difficulties. 

d. Historical average daily usage information will be available on line or at the 
Cooperative’s business offices. Actual daily usage can only be secured through the 
Cooperative’s business offices. 

e. The billing information made available on line and through the Cooperative’s business 
office shall contain the minimum bill information set forth in Subsection 11 0-A of the 
Cooperative’s rules and regulations, except that daily billed kWh usage shall only be 
available through the Cooperative’s business offices and no kW demand will be 
provided. 

4. Payments: The residential Customer may make subsequent prepayments as often as 
desired by making payments in person at the Cooperative’s office, or by mailed check; or 
any time, including after hours, by utilization of the Cooperative’s electronic payment system 
found on the Cooperative’s website, or the Cooperative’s IVR remote payment system at no 
cost in fees to the residential Customer. The website and IVR payment systems require a 
minimum payment of $5.00. 

5. Disconnection: Disconnection of prepaid service shall be made when the Customer’s 
prepaid balance reaches zero, except that no disconnection shall occur: 
a. When the local weather forecast, as predicted by the National Oceanographic and 

Administration Service, indicates that the temperature will not exceed 32 degrees 
Fahrenheit for the next day’s forecast. The ACC may determine that other weather 
conditions are especially dangerous to health as the need arises. 

b. Outside normal business hours. Normal business hours are Monday - Friday 8:OO a.m. 
to 500 p.m., excluding Cooperative recognized holidays: New Year’s Day, President’s 
Day, Memorial Day, Independence Day, Labor Day, Thanksgiving, Day after 
Thanksgiving and Christmas. Usually when falling on Saturday, the Friday before is 
treated as the holiday and when falling on Sunday, the Monday after is treated as the 
holiday. The actual dates of all holidays for the calendar year will be posted on the 
Cooperative’s website. 

6. Notice: In lieu of written notice of disconnect pursuant to Subsection I l l - C  of the 
Cooperative’s rules and regulations, the Cooperative shall notify the Customer by electronic 
mail, where provided, and by interactive voice response phone call at the number provided 
by the Customer reminding the residential Customer that additional prepaid funds are 
necessary as the current prepaid amount becomes nearly consumed. 
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Page 4 

a. Notice shall be generated daily once the Customer’s credit balance is less than: 
1) $25.00 from October 1 to February 28 or 29 
2) $35.00 from March 1 to June 30 
3) $50.00 from July 1 to September 30. 

7. Re-Establishinq Disconnected Service: 
a. Should the residential Customer neglect to make payment prior to disconnection, an 

additional payment to restore the prepaid balance to not less than $ 20.00 is necessary 
to re-establish service. Payment may be made through any of the means described 
above in paragraph (4). Service will be restored no later than the following business day. 
For the Customer’s safetv and to Drotect DroDertv, the Customer must then push the 
reset button at the meter to re-establish service. 

b. An account will be closed if the disconnected service has not been re-established before 
the close of the then current monthly billing cycle for the service location, but not less 
than 10 days after disconnection. The Cooperative (i) will notify the Customer the 
account is closed in the same manner the Customer received messages and alerts of a 
low balance and (ii) will also mail a final bill for all unpaid charges to the Customer’s last 
known address on file with the Cooperative. In addition to satisfying paragraph 7a, the 
Customer must pay an Establishment Fee to re-establish a closed account. 

8. ODtina In or Out of PreDaid Service: 
a. Any residential Customer of the Cooperative may opt-in or opt-out of prepaid metering 

service at any time; however the residential customer may change rate options no more 
than two (2) times in a calendar year, including the initial election of the prepaid metering 
option. 

b. Any residential Customer who opts-out of this rate and continues service with the 
Cooperative will be required to: 

1) Pay an Establishment Fee, and 
2) Re-establish credit with the Cooperative as set forth in Subsection 102-E of the 

Cooperative’s rules and regulations; provided, however, utilization of the prepaid 
metering option for a period of twelve (1 2) consecutive months without disconnection 
of service shall have demonstrated the establishment, or re-establishment of 
satisfactory credit with the Cooperative and shall not be required to post a deposit for 
continuing service. 

c. Any prepaid balance that remains at the time of transfer to another rate schedule will be 
applied toward the Establishment Fee, then toward the deposit, then to any balance 
remaining under a payment agreement and finally, if any balance still remains, as a 
credit on the first billing. 

Contract 

in the Availability Clause of this rate tariff cannot be met, it will be necessary for the Cooperative 
and customer to mutually agree, in a written contract, on the conditions under which service will 
be made available. 

If service is requested in the Cooperative’s Certificated Area and the provision outlined 
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Mohave Electric Cooperative (MEC) 
Prepaid Service Agreement 

The Prepaid Service Program (the “Plan”) is an optional program approved by the Arizona Corporation 
Commission for MEC’s qualifying standard offer, single phase residential customers who desire to alleviate 
the financial impact of posting a deposit or otherwise securing their service account. It is not available to 
time-of-use, net metering or critical (medical necessity) customers or for those participating in the Budget 
Payment Plan. The Plan is designed to give the member more control over their electric usage and more 
opportunities to reduce their electricity costs. Some of the plan’s features that are designed to help 
members include: 

0 

0 

0 Avoid late fees 
0 

No requirement for a security deposit 
Smaller, more frequent payments can be made on the account 

Monitor usage online or by contacting MEC business offices. 

Payments can be made on the Plan utilizing any of MEC’s payment systems, including online payments, 
electronic telephone payments (1-877-371-9379, select Option#l) and payments at our Customer Service 
office during normal MEC business hours. The Plan offers the members access to their current and historical 
consumption to assist them in managing their prepaid service. Once a member has registered online, this 
history can be accessed and their contact information updated with a secured member login at MEC’s 
member website. Alternatively, the Customer can contact the Cooperative’s business offices during normal 
business hours. Daily usage information is only available through MEC’s business offices. The information is 
updated once prior to the start of each business day. 

Mohave’s Prepaid Service Program is available to qualifying residential customers where Mohave has 
installed the new AMI digital metering technology and can connect and disconnect your service remotely so 
no serviceman is needed to be dispatched. However, to Drotect DroDertv and the Customer’s safetv. the 
Customer must Dush a reset butto n at the meter to re-establish service, 

Electric service is subject to immediate disconnection any time during normal business hours (M-F, 8 
Initial a.m. to 5p.m., excluding holidays*) if an account does not have a credit (prepaid) balance, except 

where the temperature will not exceed 32 degrees Fahrenheit for the next day’s forecast, or other 
weather conditions as determined by the Arizona Corporation Commission. 
Members can access their balance on the MEC website, telephonically through the MEC integrated 
voice recognition system (1-877-371-9379, select Option#l) or, during normal business hours, by 
calling MEC business offices. The balance information is updated before the start of each business 
day. 
The member will receive recorded voice warning notices of low prepaid balances on their account 
once the balance is less than pre-determined dollar limits that vary seasonally as set forth in its PRS 
Tariff (currently $25 Oct. - Feb.; $35 March - June; $50 July - Sept.). Warnings will be provided by 
email, phone or text message to the phone numbers and email addresses designated by the member. 
These messages will be sent daily until the prepaid balance is exhausted. Other methods of 
notification may be used with the consent of MEC and the customer. 
The prepaid account will be disconnected at the start of the first business day after the account no 
longer has a prepaid balance. It is the member’s responsibility to make adequate payment to avoid 
disconnection, and to bring their account back to a prepaid balance of at least $20.00 after 
disconnection in order to have service restored. Upon the member re-establishing the minimum 
prepaid balance, service will be restored no later than the following business day, subject to the 
member pushing the reset button at the meter and operational constraints. 
The account will be closed after disconnection if the minimum prepaid account balance has not been 
re-established by the end of the billing cycle applicable to the service location, but not less than 10 
days after disconnection. If the account is closed MEC’s Establishment Fee will also need to be paid 
to re-establish prepaid service. 

0 

0 

0 

0 
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Prepaid accounts will be administered in accordance with MEC’s Rules and Regulations and Tariffs, approved 
by the Arizona Corporation Commission, that apply to Prepaid Service (Subsection 102-1 and Rate Schedule 
PRS), as amended from time to time. 

0 

0 

Member authorizes MEC to charge their prepaid account for electric services rendered in accordance 
with the Rules and Regulations and Tariffs of the Cooperative. 
Member has the ability to access their consumption history as described above and it is their 
responsibility to utilize the balance information and their consumption in order to maintain a prepaid 
balance in their account at all times to avoid disconnection of service. 
Member is responsible for maintaining accurate contact information including telephone number, 
email address and mailing address at all times. 
Member Holds Harmless MEC, its directors, officers, employee and agents for damages resulting from 
disconnecting service in accordance with approved tariffs and rules and regulations of the 
Cooperative. 

0 

0 

* New Year’s Day, President‘s Day, Memorial Day, Independence Day, Labor Day, Thanksgiving, Day after Thanksgiving and Christmas. 
Usually when falling on Saturday, the Friday before is treated as the holiday and when falling on Sunday, the Monday after is treated as the 
holiday. The current year’s holidays are listed on the Cooperative’s website. 

I have carefully read and I understand the terms within the Mohave Prepaid Service Agreement and 
understand the differenoe between prepaid service and standard residential (post paid) service. I am 
requesting that MEC establish prepaid electric service for my account. 

Account Number 

Member Signature Date 

Member Signature Date 

Contact Mailing Address 

Must provide a t  least two, but no more than four: 

[Indicate Name of anv Derson whose number is being Drovided as a backuD) 

Contact Email Address(es) 

Contact Telephone Number(s) 

Text Message Num ber(s) 

Identify order preference (1 - 4) 
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